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MARKET  FACTS 


Item  : 

Unit  or 
base 

1972 

1973 

period 

Year 

2nd  Qtr. 

l3rd  Qtr. 

1st  Qtr. 

2nd  Qtr. 

Farm-Retail  Price  Spreads:  1/  : 

IJO  L  • 

Dol. 
Dol. 
Pet. 

521 
790 

40 

1  9QR 

511 
787 
39 

1  ,  jZj 

534 
789 
40 

616 
798 
44 

1  AQ7 

665 
832 
44 

Retail  Prices:   2/  : 

l QA7— l nn 

I70 /  —  iUU 

1967=100 
1967=100 
1967=100 

1  ZD .  0 

123.5 
121.6 
131.1 

1  O/i  7 

122.6 
120.5 

130.4 

1  OC  Q 

1  L  J  .  O 

124.5 
122.6 
131.9 

I/O  .  / 

131.4 
130.5 
134.9 

Lj  1,3 

138.1 
138.0 
138.6 

Wholesale  Prices:  2/  : 

1967=100 
1967=100 
1967=100 

121.8 
121.8 
99.4 

119.4 
121.5 
96.8 

123.5 
123.1 
101.2 

135.4 
128.1 
120.5 

143.4 
137.3 
129.5 

Agricultural  Prices:  : 
Prices  paid  by  farmers,  interest,  : 

1967=100 
1967=100 

126 
:  127 

123 
125 

127 
127 

151 
136 

164 
143 

Prices  of  Marketing  Inputs :  : 

1967=100 
1967=100 
1967=100 

:  117 
126 
138 

117 
125 
137 

118 
127 
139 

120 
131 
142 

123 
135 
144 

Hourly  Earnings :  ; 
Employees,  private  nonagricultural  : 

Dol. 
Dol. 

3.45 
3.65 

3.43 
3.62 

3.45 
3.67 

3.60 
3.78 

3.63 
3.85 

Farmers'  Marketings  and  Income:  : 
Physical  volume  of  farm  marketings  ....: 
Cash  receipts  from  farm  marketings  6/  . ; 

1967=100 
Bil.  dol. 
Bil.  dol. 

110 
60.7 
19.7 

85 
59.8 
19.3 

111 
60.5 
19.3 

101 
72.4 
24.0 

83 
75.5 
24.5 

Industrial  Production:  7/  : 

i 967-1 nn 
1967=100 
1967=100 
1967=100 

118  4 
114.7 
104.4 
103.7 

118 .8 
113.4 
102.7 
99.8 

118 . 9 
115.3 
104.0 
102.7 

120. 5 
120.4 

112.1 

121.4 

Ketai i  Jdics ,  o/ 

Mil.  dol. 
Mil.  dol. 
Mil.  dol. 

95,020 
33,891 
21,993 

23,612 
8,349 
5,468 

24,000 
8,445 
5,450 

25,316 
9,203 
6,136 

25,961 
9,248 
5,863 

Consumers '  Per  Capita  Income  and  : 
Expenditures:  9/  : 

Expenditures  for  goods  and  services  ...: 

Expenditures  for  food  as  percentage  : 

Dol. 
Dol. 
Dol. 

Pet. 

3,817 
3,479 
599 

15.7 

3,765 
3,448 
597 

15.9 

3,830 
3,511 
603 

15.7 

4,057 
3,713 
634 

15.6 

4,139 
3,781 
646 

15.6 

1/  For  a  market  basket  of  farm  foods.     2J  Dept.  of  Labor.     3/  Processed  foods,  eggs,  and  fresh  and 
dr:  °A  fruits  and  vegetables.     4/  Includes  such  items  as  rent,  property  insurance  and  maintenance,  and 
telephone.     5/  Average  hourly  earnings  of  production  workers  in  food  processing,  and  nonsupervisory 
workers  in  wholesale  and  retail  food  trades,  calculated  from  Dept.  of  Labor  data.     6/  Quarterly  data 
seasonally  adjusted  at  annual  rates.     7/  Seasonally  adjusted,  Board  of  Governors  of  Federal  Reserve 
System.     8/  Quarterly  data  seasonally  adjusted,  Dept.  of  Commerce.     9/  Seasonally  adjusted  annual  rates, 
calculated  from  Dept.  of  Commerce  data.     Percentages  have  been  calculated  from  total  income  and 
expenditure  data. 
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SUMMARY 

Retail  food  prices  are  expected  to  continue  to  rise  in 
the  last  half  of  the  year  reflecting  unusually  sharp  price 
increases  for  raw  agricultural  products  and  increasing 
marketing  costs.  Sharp  increases  in  the  third  quarter  are 
expected  for  meat  products,  poultry,  and  eggs  resulting 
from  the  lifting  of  price  ceilings  and  allowing  of  price 
increases  for  raw  agricultural  products  to  be  passed 
through  to  retail.  Marketing  margins  are  expected  to 
widen  substantially  in  the  fourth  quarter  as  food 
marketing  firms  pass  through  other  cost  increases 
incurred  during  and  since  the  price  freeze.  Food  supplies 
are  expected  to  rise  some  later  this  year  but  not  enough 
to  relieve  the  tight  situation  resulting  from  strong 
domestic  and  foreign  demand.  Accordingly,  retail  prices 
for  foods  from  U.S.  farms  for  the  year  may  average  18 
to  22  percent  above  1972. 

Rising  consumer  incomes  and  limited  food  supplies 
stimulated  a  further  rise  in  prices  in  the  second  quarter 
of  1973.  The  retail  cost  of  a  market  basket  of  foods 
produced  on  U.S.  farms  averaged  $1,497  (annual  rate)  in 
the  second  quarter,  up  6  percent  from  the  preceding 
quarter  and  15  percent  above  a  year  earlier.  Although 
retail  prices  for  most  products  increased,  beef,  pork, 
poultry,  and  fresh  fruits  and  vegetables  accounted  for 
most  of  the  rise. 

Gross  returns  to  farmers  (farm  value  of  quantities  of 
farm  commodities  equivalent  to  retail  units)  for  market 
basket  foods  averaged  $665  in  the  second  quarter  of 
1973,  up  8  percent  from  the  preceding  quarter  and  30 
percent  from  the  year-earlier  level.  Price  increases  were 
sharp  for  most  products,  especially  poultry,  soybeans, 
wheat,  most  fresh  fruits  and  vegetables,  and  meat 
animals.  Increases  in  the  farm  value  of  market  basket 
foods  were  largest  in  June,  averaging  5.5  percent. 

Farmers  received  an  average  of  44  cents  of  the  dollar 
consumers  spent  for  farm  foods  in  the  second  quarter  of 
1973,  the  same  as  in  the  previous  quarter,  but  5  cents 
more  than  a  year  earlier.  The  farmer's  share  was  45  cents 
in  June. 

The  marketing  spread— the  difference  between  the 
retail  cost  and  farm  value— averaged  $832  in  the  second 
quarter  of  this  year,  up  4.3  percent  from  the  previous 
quarter  and  5.7  percent  above  a  year  earlier.  Farm-retail 
spreads  widened  for  most  products,  but  increases  were 
greatest  for  poultry  and  fresh  vegetables.  Marketing 
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spreads  increased  in  April  and  May  but  decreased  sharply 
in  June  as  returns  to  farmers  7rose  faster  than  retail 
prices. 

The  marketing  bill— an  estimate  of  the  cost  of 
transporting,  processing,  and  distributing  farm  food 
products— rose  2.4  percent  in  1972  from  1971  to  $77.2 
billion.  This  increase  was  less  than  half  the  average 
annual  increase  during  the  past  10  years.  Labor  costs, 
nearly  half  of  the  bill,  rose  8  percent,  reflecting  a  further 
rise  in  hourly  earnings  of  employees  and  man-hours 
worked  by  employees  of  food  marketing  firms.  Rail  and 
truck  transportation  costs  rose  less  than  2  percent  to 
$6.1  billion.  Before-tax  profits  that  firms  derived  from 
marketing  farm  foods  totaled  $3.4  billion,  down  8 


percent  from  1971  despite  sales  gains. 

Farmers  received  $39  billion  for  farm  food  products 
in  1972,  10.5  percent  more  than  in  1971.  This  was  the 
largest  dollar  increase  in  farm  value  since  annual 
estimates  were  first  made  in  1947.  Meat  products 
accounted  for  three-fourths  of  the  increase  in  total  farm 
value.  The  farm  value  of  food  products  represented 
about  a  third  of  the  amount  consumers  spent  for  these 
foods  in  1972  but  less  than  5  percent  of  disposable 
personal  income. 

In  1972,  consumers  spent  $116.2  billion  for  domestic 
farm  foods,  5  percent  more  than  in  1971.  Increased 
meat  expenditures,  reflecting  sharply  higher  prices, 
accounted  for  more  than  half  of  the  rise. 


FARM-FOOD  MARKET  BASKET  STATISTICS 


RETAIL  COST,  FARM  VALUE,  AND 
MARKETING  SPREAD  OF  FARM  FOODS  * 


160 


140 


120 


100 


1967 

/ 

Farm 

value 
/ 

Reta 

1  co^ 

i . ,  : 
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Retail  Cost:  Prices  for  foods  from  U.S.  farms  rose  at 
all  market  levels  in  the  second  quarter  of  this  year  as 
supplies  of  many  foods  tightened  (fig.  1).  Consumers 
paid  an  average  of  $1,497  (annual  rate)  in  the  second 
quarter  of  1973  for  a  market  basket  of  foods  produced 
on  U.S.  farms.  This  cost  was  up  5.9  percent  from  the 
previous  quarter  (table  l).1  Retail  costs  rose  $83  in  each 
of  the  past  two  quarters,  the  largest  jump  on  record. 
Retail  costs  rose  in  the  second  quarter  for  most  product 
groups  except  for  a  slight  decrease  for  eggs.  Substantial 
increases  for  beef,  pork,  poultry,  and  fresh  fruits  and 
vegetables  accounted  for  most  of  the  rise.  Retail  prices 
for  market  basket  foods  increased  each  month  of  the 
quarter— 1.6  percent  in  April,  0.9  percent  in  May,  and 
1.5  percent  in  June  (table  2). 

In  the  second  quarter  of  1973,  the  retail  cost  of 
market  basket  foods  averaged  15.4  percent  higher  than  a 
year  earlier,  reflecting  higher  prices  for  most  foods. 
Three  product  areas  accounted  for  85  percent  of  the 
rise— meat  products,  poultry  and  eggs,  and  fresh  fruits 
and  vegetables.  Meat  products  were  up  23  percent  and 
accounted  for  almost  half  of  the  rise  in  the  retail  cost  of 
the  market  basket.  Fresh  fruits  and  vegetables,  up  28 


1  The  market  basket  contains  the  average  quantities  of 
domestic,  farm-originated  food  products  purchased  annually  per 
household  in  1960  and  1961  by  wage-earners  and  clerical  worker 
families  and  single  workers  living  alone.  Its  retail  cost  is 
calculated  from  retail  prices  published  by  the  Bureau  of  Labor 
Statistics.  The  retail  cost  of  the  market  basket  foods  is  less  than 
the  cost  of  all  foods  bought  per  household,  since  it  does  not 
include  cost  of  meals  in  eating  places,  imported  foods,  seafoods 
or  other  foods  not  of  U.S.  farm  origin.  The  farm  value  is  the 
gross  return  to  farmers  for  the  farm  products  equivalent  to  foods 
in  the  market  basket  minus  allowances  for  byproducts.  It  is 
based  on  prices  at  the  first  point  of  sale  and  may  include  some 
marketing  charges  incurred  by  farmers  such  as  grading  and 
packing  for  some  commodities.  The  farm  retail 
spread— difference  between  the  retail  cost  and  farm  value— is  an 
estimate  of  the  total  gross  margin  received  by  marketing  firms 
for  assembling,  processing,  transporting,  and  distributing  the 
products  in  the  market  basket. 


Figure  1 

percent,  accounted  for  one-fifth  of  the  rise,  while 
poultry  and  egg  prices  rose  41  percent  and  accounted  for 
about  one-sixth.  Price  increases  for  other  product  groups 
were  smaller  and  contributed  less  than  5  percent  each  to 
the  rise  in  retail  cost. 

So  far  this  year,  retail  prices  for  market  basket  foods 
have  risen  faster  than  most  other  goods  and  services 
purchased  by  consumers  unlike  the  past  20  years. 
Consumers  paid  38  percent  more  for  U.S.  farm  food  in 
retail  food  stores  than  in  1967.  The  Consumer  Price 
Index  for  all  other  items  purchased  rose  30  percent. 
However,  compared  with  20  years  ago,  market  basket 
foods  were  57  percent  higher,  and  other  items -in  the 
CPI,  64  percent  higher. 

Farm  Value:  Returns  to  farmers  for  foods  in  the 
market  basket  averaged  $665  (annual  rate)  in  the  second 
quarter  of  1973,  up  $49,  or  7.9  percent,  from  the 
previous  quarter  (table  1).  Increases  were  particularly 
sharp  for  poultry,  soybeans  (for  fat  and  oil  products), 
and  fresh  fruits  and  vegetables.  Returns  for  cattle,  hogs, 
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Table  1  .--The  market  basket  of  farm  foods  by  product  group:     Retail  cost,  farm  value 

and  farm-retail  spread,  second  quarter  1973  with  comparisons  1/. 


Item 


Change  from: 


Previous  quarter 


Year  ago 


Market  basket 
Meat  . .  . 
Dairy  . . 
Poultry 
Eggs  .  . . 
Bakery  and  cereal 
Fresh  fruits 
Fresh  vegetables 
Processed  fruits 

and  vegetables  . 
Fats  and  oils 
Miscellaneous  . . . 


Market  basket 
Meat   . . . 
Dairy  . . 
Poultry 
Eggs   . .  . 
Bakery  and  cereal 
Fresh  fruits 
Fresh  vegetables 
Processed  fruits 

and  vegetables  . 
Fats  and  oils 
Miscellaneous   . . . 


Dollars 


Market  basket   

Meat   

Dairy  . . „  

Poultry   

Eggs   

Bakery  and  cereal  . . . 

Fresh  fruits   

Fresh  vegetables 
Processed  fruits 

and  vegetables   

Fats  and  oils  . . .  „ .  0 . 
Miscellaneous   


Dollars 


Percent 


Dollars 


Retail  cost 


Percent 


1    4Q7  05 

83  22 

5.9 

199.20 

15.3 

507.11 

30.50 

6 '.4 

93.72 

22.7 

239.94 

5.46 

2.3 

10.20 

4.4 

70.30 

10.34 

17.2 

20.31 

40.6 

49.90 

-.42 

-.8 

14.68 

41.7 

203.91 

7.86 

4.0 

11.03 

5.7 

66.24 

5.58 

9.2 

8.70 

15.1 

119.12 

18.02 

17.8 

32.35 

37.3 

133.17 

2.75 

2.1 

5.18 

4.0 

46.66 

2.05 

4.6 

1.06 

2.3 

60.70 

1.08 

1.8 

1.97 

3.4 

Farm  value 

665.19 

48.88 

7.9 

154.67 

30.3 

312.58 

18.31 

6.2 

72.86 

30.4 

114.75 

1.75 

1.5 

6.13 

5.6 

40.73 

6.78 

20.0 

17.24 

73.4 

33.28 

-.15 

-.4 

15.08 

82.9 

41.28 

3.26 

8.6 

10.96 

36.1 

23.66 

2.92 

14.1 

7.40 

45.5 

46.31 

9.86 

27.1 

18.96 

69.3 

24.69 

.38 

1.6 

.55 

2.3 

17.66 

5.30 

42.9 

4.24 

31.6 

10.25 

.47 

4.8 

1.25 

13.9 

Farm-retail  spread 

831.86 

34.34 

4.3 

44.53 

5.7 

194.53 

12.19 

6.7 

20.86 

12.0 

125.19 

3.71 

3.1 

4.07 

3.4 

29.57 

3.56 

13.7 

3.07 

11.6 

16.62 

-.27 

-1.6 

-.40 

-2.4 

162.63 

4.60 

2.9 

.07 

2/ 

42.58 

2.66 

6.7 

1.30 

3.1 

72.81 

8.16 

12.6 

13.39 

22.5 

108.48 

2.37 

2.2 

4.63 

4.5 

29.00 

-3.25 

-10.1 

-3.18 

-9.9 

50.45 

.61 

1.2 

.72 

1.4 

\J  The  market  basket  contains  the  average  quantities  of  farm-originated  foods  pur- 
chased annually  per  household  in  1960-61.     Retail  cost  is  calculated  from  U.S.  average 
retail  prices  collected  by  the  Bureau  of  Labor  Statistics.    Farm  value  is  payment  to 
farmer  for  equivalent  quantities  of  farm  products  minus  imputed  value  of  byproducts 
obtained  in  processing.     Quarterly  data  are  annual  rates.    Additional  data  are  shown 
in  tables  at  the  back  of  this  report. 

2/  Less  than  0.05  percent. 
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Table  2.- 

--The  market 

basket  of  farm 
spread,  and 

food:  Indexes 
farmer  s  share 

of  retail  cost,  farm  value, 
of  the  retail  cost  1/ 

and  farm-retail 

Year  and 
quarter 

\  Retail  \ 
cost  \ 

:  Farm- 
Farm     .  retail 

value  \  spread 

.  Farmer 1 s \ \ 
share     " ' 

Month        :   Retail  \  Farm  \ 
cost     .  value  . 

Farm-  : 

r            .  Farmer's 
spread   :  share 

1967  =  100 


Percent 


Q  9  Q 

oz .  y 

1  flA  Q 

iuo  ■  y 

67  7 
D  /  .  / 

en 
JU 

Q1  "i 

y  i  .  d 

QA  r 

RQ  5, 
O  ?  .  J 

AO 

y  J  •  -j 

QA  1 

J  7 

93.2 

90.2 

95.1 

38 

A 

yj  .t- 

yu  c  u 

"J  •  -J 

J  / 

96.0 

99.2 

93.9 

40 

lux  •  i 

1UD  .  J 

Q7  8 

A1 

1UU  .  u 

j  y 

1UJ  .  0 

1UJ  •  J 

in?  5. 

109.1 

114.8 

105.5 

41 

119.  "7 
llj  .  / 

1  1  A  1 
11H- .  J. 

11^  A 
11 J « 

115.7 

114.4 

116.5 

38 

1  Ol  9 

1Z1 .  J 

1  9/i  /■ 

1 1  Q  9 

ny .  j 

113.9 

120.3 

109.8 

41 

111  Q 

iij .  y 

1  1  o  o 
11 J  •  - 

114.7 

114.8 

114.6 

39 

112,  J 

i  n£  i 

1  1  £  O 

110  o  J 

97 

113.2 

112.3 

113.8 

38 

11C  "7 

1  1  O  Q 

1 1  "7  n 
11/  «u 

9R 
JO 

117.3 

115.5 

118.4 

38 

1  1  £  -T 

lib.  / 

llo .  u 

117  n 
1 1  /  •  u 

119.5 

120.9 

118.6 

39 

120.1 

121.8 

119.0 

39 

122.5 

127.4 

119.3 

40 

123.1 

127.7 

120.3 

40 

130.8 

147.1 

120.5 

44 

138.5 

158.7 

125.7 

44 

1971 


1973 


January 
February 
March  . 
April  . 
May  . . . 
June  . o 
July  .. 
August 
September 
October  . 
November 
December 


1967    =  100 


Percent 


January  . . 

112.3 

108.8 

114.5 

38 

February  . 

113.3 

114.1 

112.8 

39 

March  . . . . • 

1 1 A  fl 

L  LH  •  U 

1 1 A  1 
i  it .  i 

1 1 A  n 

9Q 

J  7 

Apr i 1  .... 

115.  1 
1 1 D  •  1 

111  9 

116  9 

9R 

May   

lie  tz 
113  •  3 

119  R 

116  6 

9R 
JO 

June  • • • • o 

l  ifi  7 
1 10  .  / 

1 1 A  A 
1 1*4  •  H 

1  1  R  9 

9R 
JO 

July  ...... 

117  7 
11  /  .  / 

lift  7 
110  .  / 

1 1  R  A 

9R 
JO 

August  ... 

117  7 
11  /  •  / 

116  6 

1 1  R  A 

9R 

JO 

September 

116  A 

1  lO  •  H 

1 1  9  9 
1  IJ  •  J 

1  1  R  9 
1  lO  •  J 

9R 

JO 

Oc t ob  er  . . 

1  1  R 
113  •  O 

1 1 A  9 
1 14- .  t. 

116  R 
1  lO  .  o 

9R 

JO 

Nnvpmh  pt 

1  1  A  1 
110  .  1 

1  1  A  A 
1 10  .  4- 

lie;  q 
1 1  j  .  y 

9U 
jy 

117  Q 

ii  / .  y 

117  A 
11/ •£4- 

1  1  R  9 
HO  •  Z 

9Q 

jy 

1  Q7  0        0/  « 

January  ,  . 

117.8 

120.0 

116.4 

40 

February  . 

120.3 

122.3 

119.0 

39 

March  .... 

120.4 

120.6 

120.3 

39 

April  .... 

119.9 

119.9 

119.9 

39 

May   

119.8 

121.5 

118.7 

39 

June 

120.6 

124.1 

118.4 

40 

July   

122.2 

127.7 

118.7 

41 

August  . . . 

122.6 

12G.0 

120.4 

40 

September 

122.6 

128.5 

118.8 

41 

October  . . 

122.5 

125.3 

120.7 

40 

November  . 

123.1 

126.3 

121.1 

40 

December  . 

123.8 

131.5 

118.9 

41 

127.2 

140. 

6 

118.7 

43 

130.4 

145. 

2 

121.0 

43 

134.9 

155 

4 

121.9 

45 

137.0 

156 

2 

124.9 

44 

138.2 

155 

7 

127.1 

44 

140.4 

164 

3 

125.2 

45 

1/    Retail  cost  of  average  quantities  of  farm-originated  foods  purchased  annually  per  household  in 
1960-61  by  urban  wage-earner  and  clerical  worker  families  and  workers  living  alone,  calculated  from 
retail  prices  collected  by  the  Bureau  of  Labor  Statistics.     Beginning  November  1971,  the  retail  cost 
is  based  on  the  index  of  domestically  produced  farm  foods--a  component  of  the  Consumer  Price  Index 
published  by  the  Bureau  of  Labor  Statistics.     Indexes  may  be  converted  to  dollar  totals  by  multiplying 
by  the  following  amounts  for  1967:     retail  cost,  $1,080.64;  farm  value,  $419.07;  and  farm-retail  spread, 
$661.57.    Additional  historical  data  are  published  in  Farm-Retail  Spreads  for  Food  Products,  Misc.  Pub. 
741,  January  1972. 

2/  Preliminary. 
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and  wheat  were  up  more  moderately.  The  higher  returns 
to  farmers  were  reflected  in  about  three-fifths  of  the  rise 
in  the  retail  cost  of  the  market  basket  from  the  previous 
quarter. 

The  farm  value  of  market  basket  foods  tended  to 
stabilize  at  the  March  level  in  April  and  May,  but 
increased  sharply  in  June  as  prices  for  meat  animals, 
eggs,  and  selected  fresh  fruits  and  vegetables  pushed 
higher. 

Compared  with  a  year  earlier,  second  quarter  returns 
to  farmers  for  market  basket  foods  were  up  30  percent. 
About  three-fourths  of  this  rise  resulted  from  higher 
returns  for  animal  products.  Farm  values  for  eggs  were 
up  83  percent;  poultry,  73  percent;  meat  animals,  30 
percent;  and  milk,  6  percent.  Wheat,  soybeans,  and  fresh 
fruits  and  vegetables  (particularly  apples,  potatoes, 
onions,  and  lettuce)  were  sharply  higher  and  accounted 
for  most  of  the  rise  in  the  farm  value  of  crop  products  in 
the  market  basket. 

The  farm  value  for  market  basket  foods  in  the  second 
quarter  averaged  59  percent  above  1967  and  57  percent 
above  the  level  20  years  ago. 

Farm-Retail  Spread:  Retail  costs  for  market  basket 
foods  rose  faster  than  the  farm  value  in  the  second 
quarter,  reflecting  an  increase  in  margins  of  marketing 
firms  which  process,  transport,  and  distribute  foods 
from  U.S.  farms.  The  spread  between  the  retail  cost  and 
farm  value  of  market  basket  foods  averaged  $832  in  the 
second  quarter,  up  $34  or  4.3  percent  from  the  first 
quarter.  Farm-retail  spreads  widened  for  all  product 
groups  except  eggs  and  fat  and  oil  products.  Increases 
were  greatest  for  poultry  and  fresh  vegetables. 

Compared  with  a  year  earlier,  second  quarter 
marketing  spreads  averaged  5.7  percent  wider.  Spreads 
widened  12  percent  for  meat  products  and  poultry  and 
23  percent  for  fresh  vegetables.  In  contrast,  marketing 
spreads  declined  10  percent  for  fat  and  oil  products  and 
2  percent  for  eggs,  while  those  for  bakery  and  cereal 
products  changed  little.  Widening  marketing  spreads 
accounted  for  more  than  a  fifth  of  the  rise  in  the  retail 
cost  of  the  farm  food  market  basket  from  a  year  ago. 

Second  quarter  marketing  spreads  averaged  26 
percent  wider  than  in  1967  and  57  percent  greater  than 
20  years  ago. 

Fanner's  Share:  Farmers  received  an  average  of  44 
cents  of  a  dollar  spent  by  consumers  in  retail  food  stores 
for  market  basket  foods  in  the  second  quarter  this  year, 
the  same  as  in  the  previous  quarter,  but  up  5  cents  from 
a  year  earlier.  The  farmer's  share  was  45  cents  in  June. 

In  the  past  decade,  farmer's  share  by  quarter  ranged 
from  36  to  44  cents.  The  share  averaged  less  than  40 
cents  about  two-thirds  of  the  time.  Twenty  years  ago, 
the  farmer's  share  was  44  cents  of  the  consumer's  retail 
food  dollar,  the  same  as  in  the  second  quarter  this  year. 

Phase  IV  Food  Controls 

On  July  18,  regulations  were  announced  for  Phase  IV 
of  the  economic  stabilization  program.  Freeze  prices 


remained  in  effect  until  August  12  in  most  sectors  of  the 
economy.  As  a  result  of  problems  that  developed  in  the 
food  sector  during  the  freeze,  a  special  set  of  rules, 
consisting  of  two  stages,  were  established  for  food. 

Price  ceilings  were  immediately  lifted  on  all  food 
products,  except  beef,  to  permit  pass-through  on  a 
dollar-for-dollar  basis  of  raw  agricultural  product  cost 
increases  incurred  since  June  8  by  processors, 
distributors,  and  retailers.  No  cost  other  than  raw 
material  cost  increases  can  be  passed  through.  Decreases 
in  raw  agricultural  costs  also  must  be  passed  through. 
Ceilings  on  beef  prices  established  March  29  will 
continue  until  September  12  when  they  will  be  lifted 
and  beef  prices  become  subject  to  the  same  restrictions 
that  now  apply  to  other  foods. 

The  second  stage  of  the  food  control  program  of 
Phase  IV  begins  September  12  and  will  permit 
pass-through  of  other  cost  increases  on  a  dollar-for-dollar 
basis.  Unlike  other  phases  of  the  control  program,  the 
pricing  rule  for  Phase  IV  does  not  allow  any  profit 
maintenance  or  margin  on  additional  costs.  This  second 
stage  of  the  food  control  program  will  place  the  food 
sector  under  controls  similar  to  the  rules  for  other 
sectors  of  the  economy.  In  addition  to  the  stipulation  of 
cost  pass-through  only,  the  rules  provide  that  profit 
margins  may  not  be  increased  above  the  average  for  the 
best  2  out  of  a  firm's  last  5  fiscal  years. 

Outlook 

Retail  food  prices  are  expected  to  continue  to  rise  in 
the  second  half  of  1973  reflecting  both  higher  prices  for 
products  from  U.S.  farms  and  rising  marketing  costs. 
Sharp  price  increases  are  underway  in  the  third  quarter 
for  most  foods,  especially  meat  products,  poultry,  and 
eggs  following  the  lifting  of  price  ceilings,  allowing  price 
increases  for  raw  agricultural  products  to  be  passed 
through  to  retail.  Price  increases  for  raw  agricultural 
products  since  the  retail  price  freeze  was  imposed 
indicate  that  retail  prices  of  farm  produced  foods  are 
rising  very  sharply  from  July  to  August.  Beef  prices  may 
rise  sharply  following  the  lifting  of  ceilings  on  beef. 

Marketing  margins  are  expected  to  widen  in  the 
fourth  quarter  as  food  marketing  firms  pass  through  cost 
increases  incurred  during  and  since  the  price  freeze. 
Although  food  supplies  are  expected  to  rise  some,  the 
increase  may  not  relieve  the  tight  situation  resulting 
from  extremely  strong  domestic  and  foreign  demand. 
Retail  prices  for  foods  from  U.S.  farms  for  the  year  may 
average  18-22  percent  above  1972  depending  on  the 
level  of  food  supplies  and  exports,  and  changing 
economic  policy  and  consumer  demand. 

Commodity  Highlights 

Beef:  Price  ceilings  for  beef,  initiated  March  29, 
stopped  the  rapid  price  rise  that  began  in  December 
1972.  Retail  prices  for  Choice  beef  averaged  about  $1.36 
per  pound  for  April,  May,  and  June— less  than  1  cent 
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higher  than  in  March.  This  average  price  for  the  quarter 
was  about  7  cents  higher  than  during  January-March  of 
this  year  (table  3).  Returns  to  farmers  for  the  2.28 
pounds  of  live  cattle,  which  is  equivalent  to  1  pound  of 
retail  cuts  less  value  of  byproducts,  increased  5.5  cents 
from  the  first  quarter  to  a  total  of  92.9  cents.  The 
farm-retail  spread  widened  by  1.1  cents.  All  of  the 
increase  was  in  the  carcass-retail  segment  of  the 
marketing  spread.  In  addition  to  the  gross  margin  for 
retailing,  this  segment  includes  charges  made  for  services 
such  as  fabricating,  brokerage,  and  transportation  from 
packing  plants.  The  farm-carcass  spread,  mainly  the 
packer's  spread,  was  squeezed. 

Retail  prices  for  Choice  beef  averaged  23.5  cents  per 
pound  higher  in  the  second  quarter  of  1973  than  a  year 
earlier.  The  farm  value  was  up  19.3  cents.  Prices  for 
Choice  steers  in  seven  leading  Midwestern  markets  and 
California  (used  in  computing  the  gross  farm  value  for 
Choice  beef)  averaged  $46  per  hundredweight  in  June, 
compared  with  $37  a  year  earlier.  The  farm-retail  spread 
in  the  second  quarter  averaged  4.2  cents  higher  than  a 
year  earlier.  Wider  carcass-retail  spreads  contributed 
directly  to  the  increase.  The  farm-carcass  spread 
decreased. 

Pork:  The  composite  retail  price  of  pork  cuts 
averaged  $1.03  per  pound  in  the  second  quarter,  the 
highest  quarterly  average  on  record  and  5  cents  per 
pound  more  than  in  the  previous  quarter.  The  rise 
resulted  mainly  from  a  3.8  cent  increase  in  the 
farm-retail  spread.  The  farm  value  rose  1.2  cents  to  reach 
64.9  cents  in  the  second  quarter. 

Ceilings,  imposed  on  pork  March  29,  tended  to  hold 
the  retail  price  close  to  the  March  level  during  April  and 
May,  but  prices  nudged  slightly  higher  in  June.  Rising 
hog  prices  in  May  and  June  pushed  farm  values  higher, 
squeezing  the  farm-wholesale  segment  of  the  farm-retail 
spread,  which  is  mainly  the  packer's  margin.  It  declined 
from  16.1  cents  in  April,  to  14.3  cents  in  May  and  to 
12.7  cents  in  June.  The  wholesale-retail  spread,  mainly 
the  retailer's  margin,  changed  little  from  a  record  level  in 
April. 

Pork  prices  and  margins  the  second  quarter  were 
much  higher  than  year-ago  levels.  The  farm  value  of  pork 
was  20.6  cents,  or  46  percent,  higher  in  the  second 
quarter  this  year  than  a  year  earlier.  Retail  prices  were 
up  23.2  cents,  or  29  percent.  The  farm-retail  spread 
increased  the  least— 2.6  cents,  or  7  percent,  above  last 
year's  level.  The  wholesale-retail  spread  was  4.9  cents 
above  a  year  earlier,  but  the  farm-wholesale  spread  was 
2.3  cents  lower. 

Eggs:  Retail  prices  for  Grade  A  large  eggs  averaged  69 
cents  per  dozen  in  the  second  quarter  of  this  year— 20.6 
cents  higher  than  the  low  levels  of  a  year  earlier.  The 
farm  value  rose  by  about  the  same  amount  to  reach  46 
cents  per  dozen.  The  farm-retail  spread  changed  little. 
Retail  prices  for  eggs  reached  their  highest  level  for  the 
quarter  in  June— 70.5  cents  per  dozen.  Principal  factors 
in  rising  egg  prices  were  a  4-percent  decline  in  egg 


production  from  a  year  earlier  and  higher  prices  for 
other  high  protein  foods. 

Frying  Chickens:  Retail  prices  for  ready-to-cook 
frying  chickens  rose  sharply  in  the  second  quarter  as 
consumers  continued  to  increase  their  demand  for 
poultry  meat  because  of  rising  red  meat  prices.  Broiler 
production  in  the  second  quarter  was  about  2  percent 
below  a  year  ago.  Average  retail  prices  for  frying 
chickens  jumped  8.4  cents  from  the  previous  quarter  to 
a  total  of  58.3  cents  per  pound,  the  highest  quarterly 
average  in  20  years.  The  farm  value  for  broilers  rose  5.4 
cents  as  feed  costs  continued  to  rise  sharply.  The 
farm-retail  spread  increased  2.7  cents  in  the  second 
quarter,  pushing  retail  prices  higher. 

Second  quarter  retail  prices  for  frying  chickens  were 
up  17.6  cents  from  a  year  earlier.  The  farm  value 
increased  14.7  cents,  and  the  farm-retail  spread  widened 
by  2.9  cents. 

Fresh  Vegetables:  Rising  prices  for  fresh  vegetables  in 
the  second  quarter  accounted  for  more  than  one-fifth  of 
the  increase  in  the  retail  cost  of  market  basket  foods 
from  the  previous  quarter.  Short  supplies  of  several  key 
vegetables,  induced  by  adverse  weather,  pushed  prices  up 
at  all  market  levels.  The  retail  cost  of  fresh  vegetables  in 
the  market  basket  was  up  37  percent  from  a  year  earlier. 
Farm  values  jumped  69  percent,  while  the  farm-retail 
spread  increased  23  percent. 

Although  retail  prices  were  up  for  most  fresh 
vegetables,  sharply  higher  prices  for  lettuce,  onions,  and 
potatoes  contributed  most  to  the  rise.  Retail  prices  for 
lettuce  averaged  50.3  cents  per  head  in  the  second 
quarter,  up  18.8  cents  from  a  year  earlier.  The  farm 
value  for  lettuce  jumped  from  9.6  cents  to  22.4  cents, 
and  the  farm-retail  spread  widened  6  cents.  A  shortage 
caused  potato  prices  to  increase  similar  to  those  for 
lettuce.  The  retail  price  for  10  pounds  of  potatoes 
averaged  $1.40  in  the  second  quarter,  climbing  55  cents 
from  a  year  earlier.  Returns  to  farmers  for  potatoes  rose 
to  54.8  cents,  up  30  cents  from  the  very  low  levels  of  a 
year  earlier,  and  marketing  spreads  widened  by  25  cents. 
Potato  prices  rose  each  month  during  the  second  quarter 
and  averaged  $1.65  for  10  pounds  at  retail  in  June, 
returning  65  cents  to  farmers,  less  some  packing 
expenses,  and  $1.00  to  marketers. 

Bread:  The  retail  price  for  a  1-pound  loaf  of  bread 
averaged  26.2  cents  in  the  second  quarter  of  1973,  up 
1.1  cents  from  the  first  quarter,  mainly  reflecting  an 
increase  in  the  farm-retail  spread,  particularly  the  retail 
component.  Retail  bread  prices  averaged  1.5  cents  higher 
than  a  year  earlier,  with  all  of  the  rise  occurring  in  the 
first  and  second  quarters  this  year  following  the 
relaxation  of  price  controls.  In  1972,  retail  bread  prices 
rose  little  despite  rising  flour  and  other  ingredient  costs, 
which  were  largely  absorbed  in  the  baker-wholesaler 
margin. 

The  farm  value  of  ingredients  in  a  1-pound  loaf  of 
bread  in  the  second  quarter  averaged  4.8  cents,  0.2  cent 
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Table  3. --Beef,  pork,  and  lamb:     Retail  price,  carcass  value,  farm  value,  farm-retail  spread,  and 
farmer's  share  of  retail  price,  annual  1969-72,  quarterly  1972-73 


Date 


Retail  price 
per  pound 
1/ 


Carcass 
value 
2/ 


Gross 

farm 

value 

3/ 


Byproduct 
allowance 
4/ 


Net 

farm 

vajue 


Farm-retail  spread 


Total  Carcass-:  Farm- 
:  retail  : carcass 


Farmer 1 s 
share 


1969   ;.. 

1970   

1971   

1972   

1972 

Jan . -Mar . 
Apr . -June 
July-Sept. 
Oct. -Dec. 

1973 

Jan . -Mar . 
Apr . -June 
July-Sept. 
Oct. -Dec. 


1969   

1970   

1971   

1972   

1972 

Jan. -Mar . 
Apr . -June 
July-Sept. 
Oct. -Dec. 

1973 

Jan . -Mar . 
Apr. -June 
July-Sept. 
Oct. -Dec. 


1969 
1970 
1971 
1972 

1972 


Jan . -Mar . 
Apr . -June 
July-Sept. 
Oct. -Dec. 


1973 


Jan . -Mar . 
Apr . -June 
July-Sept. 
Oct. -Dec. 


Cents   Percent 


Beef,  Choice  grade 


96.2 

68.7 

66.9 

A. 7 

62.2 

34.0 

27.5 

6.5 

65 

98.6 

68.3 

66.3 

A. 8 

61.5 

37.1 

30.3 

6.8 

62 

i  10A.3 

75.6 

72.4 

A. 5 

67.9 

36.4 

28.7 

7.7 

65 

!  113.8 

80.0 

79.9 

7. A 

72.5 

41.3 

33.8 

7 . 5 

CL 
04 

114. A 

81.4 

79.4 

5.7 

73.7 

40.7 

33.0 

7.7 

6A 

!  112.3 

81.2 

80.6 

7.0 

73.6 

38.7 

31.1 

7.6 

66 

115.3 

79.8 

80.6 

7.9 

72.7 

42.6 

35.5 

7.1 

63 

i  113.2 

77.7 

79.0 

8.9 

70.1 

43.1 

35.5 

7.6 

62 

!  129.2 

95.0 

96.8 

9. A 

87.4 

41.8 

34.2 

7.6 

68 

i  135.8 

100.0 

102.9 

10.0 

92.9 

42.9 

35.8 

7.1 

68 

.  Pork 

7A.3 

58.5 

45.5 

3.2 

42.3 

32.0 

15.8 

16.2 

57 

78.0 

58.7 

42.9 

3.4 

39.5 

38.5 

19.3 

19.2 

51 

70.3 

52.1 

35.0 

2.7 

32.3 

38.0 

18.2 

19.8 

A6 

83.2 

65.2 

51. A 

3.5 

47.9 

35.3 

18.0 

17.3 

5A 

:  79.0 

61.3 

A7.1 

3.3 

43.8 

35.2 

17.7 

17.5 

55 

79.9 

61.0 

47.7 

3. A 

44.3 

35.6 

18.9 

16.7 

55 

86.1 

67.1 

55.3 

3.7 

51.6 

34.5 

19.0 

15.5 

60 

87.7 

71.5 

55. A 

3.7 

51.7 

36.0 

16.2 

19.8 

59 

98.1 

79.9 

68.6 

A. 9 

63.7 

34.4 

18.2 

16.2 

65 

;  103.1 

79.3 

71.0 

6.1 

64.9 

38.2 

23.8 

14.4 

63 

Lamb,  Choice  grade 

:  100.7 

74.8 

66.9 

7.6 

59.3 

41.4 

25.9 

15.5 

59 

:  105.5 

73.8 

65.1 

6.4 

58.7 

46.8 

31.7 

15.1 

56 

:  109.9 

75.1 

63.1 

5.9 

57.2 

52.7 

34.8 

17.9 

52 

:  118.3 

79.7 

70.5 

7.5 

63.0 

55.3 

38.6 

16.7 

53 

:  11A.A 

77.7 

67.1 

6.5 

60.6 

53.8 

36.7 

17.1 

53 

:  116.4 

81.6 

71.6 

7.4 

64.2 

52.2 

34.8 

17. A 

55 

:  120.5 

82.8 

73.9 

7.8 

66.1 

54.4 

37.7 

16.7 

55 

:  122.1 

76.5 

69. A 

8.3 

61.1 

61.0 

A5.6 

15. A 

50 

:  131.8 

89.3 

87.3 

12.8 

74.5 

57.3 

A2.5 

1A.8 

57 

:  138.7 

89.5 

85.4 

13.4 

72.0 

66.7 

49.2 

17.5 

52 

•  —  —  o   —  O  —      I  ■  -  vj  — ...»  w;       >,^ux  v  wrvtll.       i_  V      J.      O.  U  »       \J  X.       J.  C  Lai.  I  , 

Beef:     1.41  lb.  of  carcass  beef;  pork,  1.07  lb.  of  wholesale  cuts;  lamb,  1.18  lb.  of  carcass  lamb. 

3/  Payment  to  farmer  for  quantity  of  live  animal  equivalent  to  1  lb.  of  retail  cuts:     Beef,  2.28  lb.; 
pork,  1.97  lb.;  lamb,  quantity  varies  by  months  from  2.42  lb.  in  May  to  2.48  lb.  in  October.     4/  Portion 
of  gross  farm  value  attributed  to  edible  and  inedible  byproducts.     5/  Gross  farm  value  minus  byproduct 
allowance . 
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Table  4  .--Changes  in  retail  price,  farm  value,  and  farm-retail  spread  for  selected 

market  basket  foods,  second  quarter  1973  with  comparisons. 


Item 


II 
1973 


Change  from: 


Previous  : 
quarter  : 


Year 
ago 


II 
1973 


Change  from: 


Previous 
quarter 


Year 
ago 


Retail  price   

Farm  value   

Farm-retail  spread 


Retail  price   

Farm  value  »  

Farm-retail  spread 


Retail  price  „.„.., 

Farm  value   „ 

Farm-retail  spread 


Retail  price   , 

Farm  value     .  , 

Farm-retail  spread 


Retail  price  ...... 

Farm  value  °  ■ 

Farm-retail  spread 


Retail  price  

Farm  value   < 

Farm-retail  spread 


Retail  price  . 

Farm  value  »  

Farm-retail  spread 


Cents 


Percent 


Percent 


Butter,  pound 


85.2 
51.4 
33.8 


-2.6 
-10.0 
11.2 


-2.2 
-12.3 
18.6 


Milk,  sold  in  stores. 
 \  gallon  


62.6 
32.4 
30.2 


1.8 
2.2 
1.3 


4.3 
7.6 
1.0 


Eggs,  large  grade  A,  dozen 


69.0 
46.0 
23.0 


-1.0 
-.9 
-1.3 


42.6 
84.0 
-1.7 


Apples,  pound 


30.9 
13.0 
17.9 


21.7 
35.4 
13.3 


23.6 
71.1 
2.9 


Lettuce,  head 


50.0 
22.4 
27.6 


34.0 
79.2 
11.3 


58.7 
133.3 
26.0 


Orange  juice,  frozen, 
6  oz.  can 


25.1 
8.3 
16.8 


0 

■11.7 
7.0 


.4 
■22.4 
17.5 


Potatoes,   10  pounds 


141.2 
51.4 
89.8 


26.9 
44.4 
18.6 


65.1 
140.2 
40.1 


Cents 


Percent 


Percent 


Cheese,  American,  \  pound 


58.5  3.7 
27.1  4.6 
31.4  3.0 


8.1 
13.9 
3.6 


Chicken,  frying,  pound 


58.3  16.8 
33.7  19.1 
24.6  13.9 


43.2 
77.4 
13.4 


Corn  flakes,   12  ounces 


31.9 
3.3 
28.6 


3.9 
37.5 
1.1 


1.9 

65.0 
-2.4 


Oranges,  dozen 


102.1 
21.9 
80.2 


4.2 
1.9 
4.8 


13.8 
11.7 
14.4 


Tomatoes ,  pound 


46.8 
19.7 
27.1 


■11.5 
-6.6 
14.8 


•5.5 


-13.7 


Margarine,  pound 


34.2 
13.4 
20.8 


4.6 
54.0 
-13.3 


2.7 
39.6 
■12.2 


Peas,   frozen,   10  ounces 


23.6  1.3 

3.6  0 
20.0  1.5 


5.4 

0 
6.4 


1/  Data  for  additional  foods  are  shown  in  tables  at  back  of  this  report. 
10    MTS-190,  AUGUST  1973 


over  the  first  quarter  and  1.2  cents  above  a  year  earlier. 
Most  of  the  increase  in  farm  value  from  the  first  to 
second  quarter  was  due  to  a  further  rise  in  the  price  of 
bread-type  wheat.  Farm  value  of  bread  in  the  first  half 
of  this  year  exceeded  the  previous  record  high  in  1947. 

The  farm-retail  spread  for  bread  widened  0.9  cent 
from  the  first  to  second  quarter  this  year  to  reach  21.4 
cents.  Most  of  the  increase  was  in  the  retailer's  margin, 


which  rose  0.6  cent  in  the  second  quarter  to  reach  the 
highest  level  since  late  1971—5.3  cents.  The 
baker-wholesaler's  spread  was  up  0.1  cent  to  13.5  cents. 
The  flour  miller's  spread  declined  by  0.2  cent  to  an  0.7 
cent  level  in  the  second  quarter.  Other  spreads  for 
handling,  storing,  transporting,  purchasing  nonfarm 
ingredients,  and  processing  nonflour  ingredients  used  in 
bread  were  up  0.4  cent  over  the  first  quarter  (table  5). 


MTS-190,  AUGUST  1973  11 


( 


(\,  n  j)  tT 


«  ji  c  r 
c\j  rv, 


3  ^  o  m 

r\j  rv. 


*  •*  o  n 


■d  -a  o  st 


CT      r*-  c  ct> 


^ircm     r-  •»  •»  c  •»  ~ 


r-  rv  ct  r-  c  r- 
r-  in  .»  o  •» 


m  -a  j>  x  — «  r*-  <t  cc 
i'ji  o  n     r-  .*  .»  o  ro  —• 


in  m  o  n      n  4      o  c.  « 


x  >r> 


<v  CT 
IT  IT 


-*  CO 


»-  Si 

J*  (*) 


ro  oo 


-i  rv 
ct>  <* 


c  I  J  X>  iT. 
r~  -*      o  ro 


ro 


o>  ^  •*  i  i  s 
>r  •*  -*  o  e,  ~h 


m  rv  x  r-  ^  I 

£    4    <*    G  m  — 


x  a 


o  IT 


CC  Ji 


a  x 
rvj  ~ 


x  » 

f\J  .-h 


.ij  x 


X  fO 


ro  ■* 


x  -» 

•  • 


ir  up 
.-<  <\J 


Si 

1  X 

Q 

1- 

u  ■ 

;t 

ft 

T 

<i  1 

jy 

L. 
.X 

UJ 

c 

u 

•ji 
u> 

c 

fT 

c 

t 

I 
* 

1 

JT 

X 

X 

U.I 

*1 

5 

u. 

- 

> 

JJ 

ft 

r. 

X 

■1 

X 

X 

1  T 

u 

r 

s. 

I 

0 

I 

c 

u 

.r  i 

X 

a 

r*5 

3 

li 

V 

<1 

ft 

J. 

O 

u. 

ft 

u 

ft 

1  ft 

ft 

dj 

z 

_j 

u. 

in 

1  il 

t— 

ft 

■yi 

a 

v/< 

1 

s- 

s, 

u. 

Uj 

<; 

U 

C 

v. 

t- 

1  J 

u 

u 

C 

</ 

0 

0 

L 

z 

ft. 

< 

_l 

ft 

u. 

ft 

u 

a 

_j 

•a 

2 

C| 

c 

U, 

>• 

UJ 

< 

IS 

0 

s 

L 

u. 

1  1^ 

u 

ft 

> 

<■, 

u. 

? 

4 

iL 

3. 

x 

IT. 

c 

ft 

1  UJ 

C 

Q 

.X 

ft 

j 

I 

< 

ft 

I  i 

IS: 

ft 

u 

»- 

0. 

1  U 

■X 

c 

Ijj 

ft. 

s 

u 

1— 

1— 

< 

2 

1— 

1 

c 

u. 

U, 

.1 

k— 

X 

t— 

X 

i 

uj 

u. 

_i_ 

u 

2 

Li-' 

y— 

1  X 

3 

.7 

-\ 

X 

u 

>- 

1  1 

U! 

■> 

_1 

i  i 

o 

u. 

_) 

t 

Ui 

ru 

jT 

ft 

1 

1  ft 

X 

"i 

»- 

•r 

O 

0 

ir 

c 

< 

X 

a  i 

<t 

•x 

«I 

IT 

_ ) 

t- 

1— 

jj 

c 

U- 

U' 

u 

n 

a. 

1 — 

4. 

a  t 

1  U. 

« 

ft 

Si 

U, 

ISi 

-J 

C 

u 

(/. 

> 

ir 

u 

CL 

ri 

JC 

li. 

If' 

if- 

1 

1  u 

a 

UJ 

UJ 

_l 

< 

Uj 

X 

.X- 

u 

u 

1  O 

1— 

2^ 

ft 

c: 

U 

ir 

ai 

s. 

. 

a 

u 

1 

a 

_l 

a 

x. 

tr 

u. 

X 

UJ 

u. 

ft 

iL 

UJ 

c 

0 

>4 

O 

0 

C 

C£ 

z 

t- 

O 

1  CC 

a 

3 

'C 

X> 

*C 

ill 

ft 

vft 

0 

*i 

UI 

<l 

•1 

f 

ei 

■x 

X, 

X 

1  1- 

1  a 

it 

T 

Z 

_) 

ui 

ft. 

_J 

z 

ft 

• 

u 

<i 

a 

1  Lu 

u 

_l 

u 

t- 

c 

c 

u. 

<t 

IT 

-j 

m 

< 

o 

■J 

«, 

IL 

•s< 

h- 

a. 

r 

-> 

ui 

UJ 

a 

> 

1  1/. 

ft 

u 

h- 

0 

i/l 

a 

ft 

(/•■ 

•1 

2 

t- 

it 

O 

_i 

1 

1- 

-1 

•jo 

■n: 

J 

> 

u 

1  < 

a 

u 

lf 

ft 

CI 

O 

c 

a 

X 

c 

L.ij 

ZJ 

UJ 

UJ 

i — ■ 

u 

c 

UJ 

u 

_l 

It. 

ft 

_) 

a 

t- 

ft 

1  j 

cri 

ft 

U 

IT- 

u 

(J 

CJ 

in 

O 

0 

a 

a: 

X 

3. 

_l 

I  <" 

< 

_l 

_l 

_j 

_i 

t- 

UJ 

2 

_) 

X 

a. 

-> 

c 

ft 

<T 

< 

Lu 

I 

l  »— 

t- 

M 

1/1 

u 

_j 

1/1 

X 

ft 

<1 

3 

0 

u 

0 

ft 

Uj 

u 

I  X 

X 

'S, 

X 

X 

X. 

X 

X 

X 

X 

X 

X 

<. 

I  it, 

u. 

c 

<3 

_i 

I 

(\j 

r~ 

a 

J" 

cr 

(V) 

i  n- 

ft 

j* 

n 

o 

X 

2 

O 

0 

U. 

U- 

u. 

J 

uJ  C 

a  o 

z  a 

O 

o  in 


in     3  w 


a  3 
z  a 

o 


a  ^ 

it  c 


1  2 
1 —  1 


IT. 

t->  t— 

m 

c  c 

«  (J 
kJJ 

ft.  o 

a  Z  Uj 


Z  ft. 

Uj  ft 

C  2 

U.'  UJ 

ft  U.' 

IS  3 

Z  t- 


o  UJ 

—  .1 

>-  a 

10  in 

>-  s.  c 
<  u, 

1-  x  j:. 


L  u.  • 

<  i/-  < 

_i  <t  y- 

X  >s 

J.  ft  IS  C 


d  <r  1  «  z 
jj  I/'  Q  ft  c 
ft  u.'  1- 


x  3  .r 

X  U.  -i 


ft  uj  X 
u;  ft: 
x  x  c 


li. 

_) 

c 

T 

1/" 

ct 

> 

O 

bv 

Ct 

ij 

C 

c 

UJ 

^ 

< 

CL 

U, 
Z 

a: 

s 

O 

ZD 

0 

z 

0 

CJ 

_ 1 

u. 

Uj 

0 

z 

z- 

in 

• 

<I 

z 

I 

»-» 

Uj 

0 

»- 

U. 

»— 

.1 

no 

Ct 

-J 

C 

0 

u_ 

LlJ 

<J 

X 

'X 

I 

IT 

a. 

iD 

>— 

O 

>- 

Z 

c 

cc 

' 

• 

I/) 

—I 

UJ 

Ct 

UJ 

0: 

<I 

UJ 

z 

U' 

SI 

LU 

*3 

li_ 

r— 

*"* 

* 

-1 

cr 

t/) 

O 

CO 

UJ 

_ 1 

— 

UJ 

t— 

O 

CD 

cr 

<3 

-J 

Z 

c 

O 

U. 

^* 

< 

1— • 

Li- 

,—' 

Lu 

u_ 

c 

u. 

ar 

a 

t— 

O 

z 

i/> 

1 

aJ 

cr 

UJ 

— 1 

 i 

a. 

<x 

Ct 

•~* 

> 

H- 

T 

c> 

<T 

4 

*~ 

z 

-JU 

X 

UJ 

ID 

U 

•X 

> 

CL 

X 

0 

a 

<J 

5 

li. 

x 

UJ 

5. 

u. 

U- 

IT 

>— 

u: 

X 

CL 

O 

>— 

>— 

c 

Z  C  u. 

■3  Z  I 

D  - 

.X  ,0 

<■  ft.  u. 

ir  o 

3  ft 

7"  U 


2  1-  Z  _l 

UJ  <  ill  «5 

u_  O  — ■  2 

1—  u  u.'  .r 

u.  >-  ft  2 

•r  t-  c  «i 


5   £  2 


Or    •  ft 
r  X  3 
_l  o 

U.  'V 

=•  •-)  u 
3  >r  o 


2  ft 

Jj  > 


^     ft  I  «= 

«  3  u_ 

ijl  J  t-  >■ 

T  1/ 


e;  3  z 
U-:  3 
J  J  J 

u.  u  c 

u  d  ?, 
CI  f  c 
J 


a. 

a      »  u.  u. 

j:      uj  ft.  x 

<i  X 


<_>  uj  >r  -i  <•  -i 


r  3  z  < 

a  <-  O 

j.  1  — 

'i  T  1  u. 


3  u.  C  ~ 

3  3  r  u.' 

_!  «1  O 

Z  Ijj  t  iffl 

— •  <_>  i.'  2 

— ^  f—  ^ 

t~  0.  u 


12    MTS-190,  AUGUST  1973 


THE  BILL  FOR  MARKETING  FARM-FOOD  PRODUCTS 


ABSTRACT:  The  marketing  bill— an  estimate  of  all  costs  and  profits  incurred  in  transporting, 
processing,  and  distributing  farm  food  products— totaled  $77.2  billion  in  1972,  up  only  2.4 
percent  over  1971  and  less  than  half  the  average  increase  of  the  past  10  years.  Among  major  cost 
components,  labor  costs  accounted  for  almost  half  of  the  bill;  packaging  materials,  12  percent;  and 
transportation,  8  percent.  Corporate  firms  derived  $3.4  billion  in  before-tax  profits  from 
marketing  farm  foods  in  1972,  over  4  percent  of  the  bill.  Marketing  costs  and  profits  of  processors 
were  $26.8  billion,  more  than  a  third  of  the  total  marketing  bill.  Costs  and  profits  of  other 
agencies  were  $22.4  billion  for  retailing,  $17.7  billion  for  eating  places,  and  $10.3  billion  for 
wholesalers.  Consumer  food  expenditures  were  up  5  percent  to  $116.2  billion  in  1972.  Farmers 
received  $39  billion  for  farm  food  products,  IOV2  percent  more  than  in  1971. 

KEYWORDS:  Marketing  bill,  food  costs,  farm  value,  food  expenditures. 


The  marketing  bill  is  an  estimate  of  the  total  cost  of 
transporting,  processing,  and  distributing  U.S. 
farm-originated  foods  purchased  by  civilian  consumers. 
It  is  the  difference  between  consumer  expenditures  and 
farm  value  (fig.  2).  The  marketing  bill  statistics  show  the 
distribution  of  consumer  expenditures  between  the 
marketing  system  and  farmers  and  the  distribution  of 
marketing  costs  among  commodity  groups,  marketing 
agencies,  and  individual  cost  components  such  as  labor.1 


Figure  2 


1  For  further  information  see,  "Major  Statistical  Series  of  the 
U.S.  Department  of  Agriculture:  How  They  are  Constructed  and 
Used,"  Volume  4.  Agricultural  Marketing  Costs  and  Charges, 
Agri.  Handb.  No.  365,  U.S.  Depart,  of  Agric. 


This  article  presents  the  consumer  expenditures,  farm 
value,  and  marketing  bill  for  U.S.  farm  foods  in  1972. 
Data  are  analyzed  by  commodity  group,  factors 
affecting  the  rise  in  the  bill,  and  cost  components.  For 
the  first  time,  this  article  also  presents  data  on  the 
portion  of  the  marketing  bill  attributed  to  each 
marketing  agency  (retailers,  wholesalers,  processors,  and 
eating  places)  as  well  as  each  agency's  profits  and  labor 
cost  for  1958-72. 

Consumer  Expenditures 

In  1972,  civilian  consumers  spent  $116.2  billion  on 
foods  originating  on  U.S.  farms,  5  percent  more  than  in 
1971  (table  6).  The  increase  in  expenditures 
reflected  an  increase  of  $3.7  billion  in  farm  value  and 
$1.8  billion  in  the  marketing  bill.  Included  in  the  total 
are  expenditures  for  food  in  retail  stores,  costs  of  food 
purchased  in  restaurants  and  other  away-from-home 
eating  establishments,  and  the  value  of  food  served  by 
schools,  hospitals,  and  other  institutions. 

Consumer  expenditures  for  meat  products  rose  9.2 
percent  in  1972,  almost  double  the  rise  in  total  food 
expenditures.  Although  supplies  of  meat  products  were 
down  in  1972,  increased  demand  and  rising  meat  prices 
combined  to  substantially  increase  expenditures  for 
meat.  Increased  meat  expenditures  accounted  for  more 
than  half  of  the  increase  in  consumer  expenditures  for 
food  in  1972  (table  7).  Prices  for  meat  products 
averaged  11.7  percent  higher  than  in  1971.  Per  capita 
consumption  of  pork  dropped  8  percent  from  the 
near-record  level  in  1971  to  near  the  previous  level  of 
the  late  1960's.  Per  capita  beef  consumption  was  up  3 
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Table  6 .--Marketing  bill,  farm  value,  and  consumer  expenditures  for  domestic 

farm-food  products  bought  by  civilians,  1947-72 


Year 

Expenditures 
1/ 

:    Marketing  bill 

:     Farm  value 
2/ 

• 

"R 1  1  1  1               H  nl  1   f3  c 

Diiiion  uoiidrs 

1  QA7 

1  "f  /  ................... 

•             A1  Q 

99  A 
ZZ  .  0 

1  Q  1 

1  y .  j 

1  QA8 

1  WO  

AA  ft 

9  A  Q 
Z4- .  y 

1  Q  Q 

iy .  y 

1  Q/i  Q 

i  yny  

A 

9  A  n 
ZD  .  U 

1  7  A 

lyju   

A/i  n 

9  a  n 
ZD  .  U 

1  0  n 
1 0  .  U 

L7Jl   ,  

.              AQ  9 

:         4-y .  z 

OO  7 
zo .  / 

9  H  C 
ZU  .  J 

lyjZ.  

;             JU  .  y 

JU .  0 

9n  A 

Lyjj   

m  n 

!              J-L  •  W 

9i  ^ 

1  Q  C 

17.  J 

1  Q  CA 

1  yJH  

:         ol  ,  i 

99  9 
JZ  .  J 

1  0  0 
lo  .  O 

i  y  j  j   

■         c  9  i 

9  A  /, 

10  7 
io.  / 

1  net 

17JD   ,  . 

:         oo .  j 

9A  9 
JO  .  J 

1  Q  9 

iy .  z 

i  y  J  1  

C8  9 

:          jo  .  j 

j  / .  y 

9  0  A 
ZU  . 

lyjo   

ai  n 
;          o  i .  u 

9  Q  A 

jy .  0 

91  A 

1  QCQ 

Lyjy   

A  9  A 

/•9  /1 
4-Z  .tf 

91  9 
Z 1  .  Z 

iyou  

.             AA  Q 

;          oo .  y 

/■A  A 

99  9 
ZZ  .  J 

1  OA  1 

iyoi  

AQ  7 

:         oo .  / 

AC  7 

9  9  n 
Z  J  .  U 

1  QAO 

iyoz  

71  9 

A  7  A 

9  9  7 
Z  J  .  / 

i  oa  o. 

lyoj   

7  A  f\ 

/.  O  O 

M-y .  y 

9  A  1 
z4. 1 

1  OA  A 

lybq-   

77  C 
1 1  .0 

CO  A 
_>Z  .  0 

9  A  Q 

zq- .  y 

1  OA  C 

lyoj  

81  1 

ca  n 
j4  .  U 

97  1 
z  / .  1 

1  QAA 

lyoo   

8A  Q 

1:7  i 
D  /  a  JL 

9  Q  8 

z  y .  0 

1  QA7 

i  yo  /   

8Q  0 

'         oy .  z 

An  a 

9  8  8 
ZO  .  O 

1968   

93.9 

63.5 

30.4 

1969   

98.8 

65.1 

33.7 

1970   

106.0 

71.2 

34.8 

1971   

110.7 

75.4 

35.3 

1972  3/   

116.2 

77.2 

39.0 

1_/  Consumer  expenditures  for  domestic  farm-food  products;  excluded  are 
expenditures  for  imported  foods,  fish  and  other  foods  not  originating  on  U.S. 
farms,  alcoholic  beverages,  food  consumed  on  farms  where  produced,  and  mili- 
tary food  purchases.     Foods  are  valued  at  retail  store  prices  except  food  sold 
in  the  form  of  meals  and  those  sold  at  less  than  retail  prices  which  are 
valued  at  the  point  of  sale. 

2/  The  farm  value  is  the  gross  return  to  farmers  for  products  equivalent  to 
those  sold  to  consumers.     Values  of  inedible  byproducts,  nonfood  products,  and 
exports  are  not  included. 

3_/  Preliminary. 
Note:     Beginning  with  1960,  estimates  are  for  50  states. 
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percent,  reflecting  higher  total  beef  slaughter.  This 
increase  was  not  sufficient  to  offset  the  decrease  in  pork 
supplies,  so  total  red  meat  consumption  declined. 

Fruit  and  vegetable  expenditures  rose  about  3 
percent.  Most  of  the  increase  in  expenditures  was  due  to 
rising  prices,  but  quantities  of  fruits  and  vegetables 
increased  slightly. 

Dairy  product  expenditures  rose  4.8  percent  in  1972. 
Consumption  of  dairy  products  rose  2  percent  and 
accounted  for  most  of  the  increase  in  expenditures.  Price 
increases  for  dairy  products  were  relatively  moderate. 

Poultry  and  egg  product  expenditures  rose  2  percent 
in  1972.  Poultry  products  had  the  largest  volume 
increase  of  any  group  in  1972  and  partially  substituted 
for  the  decline  in  red  meat  supplies.  Increased  volume 
accounted  for  nearly  all  the  increase  in  expenditures. 
Retail  poultry  prices  showed  no  significant  change. 

Bakery  product  and  grain  mill  product  expenditures 
increased  the  least  of  all  food  groups.  Bakery 
expenditures  rose  1.5  percent,  while  grain  mill  products 
increased  only  0.6  percent.  The  small  increases  in 
expenditures  for  bakery  and  grain  mill  products  were 
attributed  to  a  decline  in  volume.  Retail  prices  for  these 
products  remained  stable  in  1972,  despite  rising  farm 
prices  of  wheat  following  the  record  sales  to  Russia. 
Price  controls  of  Phase  II  limited  the  cost  increases  of 
processors  to  a  direct  dollar  pass-through  of  raw  material 
price  increases,  thus  limiting  any  rise  in  marketing 
margins  and  retail  prices.  Inventories  of  raw  materials 
purchased  before  the  July  Russian  grain  deal  also  limited 
any  increase  in  farm  grain  prices  being  passed  on  to  the 
consumer  until  the  latter  portion  of  the  year  and  into 
1973. 

Expenditures  for  miscellaneous  products,  including 
fats  and  oils,  sugar  and  confectionery  products, 
increased  slightly  less  than  all  food  expenditures. 
Consumption  of  this  food  group  declined  slightly.  Food 
oil  product  prices  were  stable  for  the  year  while  prices  of 
most  other  miscellaneous  products  rose. 

Food  Expenditures  and  Disposable  Income:  Food 
expenditures  as  a  proportion  of  disposable  income 
dropped  fractionally  in  1972  as  income  grew  at  a  slightly 
faster  pace.  Expenditures  for  all  foods— U.S.  farm  foods, 
imported  foods,  and  seafoods— accounted  for  15.7 
percent  of  the  Nation's  disposable  income  in  1972 
(table  8).  Since  the  percentages  are  based  on  aggregate 
expenditure  and  income  data  for  the  entire  country, 
including  the  very  high-income  people,  the  percentage  is 
lower  than  the  proportion  of  income  spent  for  food  by 
the  average  family.  However,  a  decline  in  the  percentage 
of  income  spent  for  food  indicates  that  consumers 
generally  had  more  money  for  other  things.  This 
percentage  dropped  every  year  of  the  past  10  years 
except  1970,  but  the  decline  in  the  percentage  last  year 
was  the  smallest  change  during  this  period. 

Expenditures  for  U.S.  farm  foods  accounted  for  14.6 
cents  of  each  dollar  of  personal  disposable  income  in 
1972,  compared  with  14.9  cents  in  1971.  The  marketing 


bill  share  decreased  slightly  to  9.7  percent.  Farm  value 
of  U.S.  farm  foods  amounted  to  less  than  a  nickel  of 
every  dollar  of  disposable  income.  Since  1967,  the  drop 
in  consumer  food  expenditures  as  a  proportion  of 
disposable  income  has  been  shared  almost  equally 
between  farm  value  and  the  marketing  bill  (fig.  3). 


Figure  3 
Farm  Value 

Farmers  received  $39  billion  for  farm  products 
equivalent  to  the  foods  purchased  by  U.S.  consumers  in 
1972.  This  figure,  up  10.5  percent  from  1971, 
accounted  for  two-thirds  of  the  increase  in  consumer 
expenditures  for  farm  foods  in  1972.  The  meat  product 
group  accounted  for  three-fourths  of  the  increase  in 
total  farm  value,  due  largely  to  higher  returns  for  beef. 
Bakery  and  grain  mill  product  groups  also  showed  larger 
farm  values  due  to  increased  farm  grain  prices.  The  dairy 
products  group  had  the  second  largest  total  dollar  gain  in 
farm  value,  but  its  rate  of  increase  was  less  than  for 
either  bakery  or  grain  mill  products. 

Most  of  the  rise  in  total  farm  value  was  due  to  higher 
farm  prices.  Many  products  showed  little  change  in 
volume  marketed  from  1971.  Overall,  the  farm 
price-weighted  volume  index  of  farm  foods  marketed 
declined  fractionally  in  1972.  This  decline,  coupled  with 
increased  population  and  income,  sent  prices  for  U.S. 
farm  foods  up  enough  to  raise  the  farm  value  $3.7 
billion,  the  largest  increase  since  the  beginning  of  the 
annual  ERS  series  in  1947.  The  10.5-percent  increase  in 
farm  value  was  the  second  largest  percentage  increase 
since  1947.  Only  the  13.9-percent  increase  in  farm  value 
for  1951  was  higher. 

The  farm  value  for  poultry  and  eggs,  fruits  and 
vegetables,  and  miscellaneous  products  increased 
between  3  and  4  percent  in  1972.  Poultry  and  egg 
product  returns,  after  falling  sharply  in  1971,  rose 
slightly  over  $100  million  to  reach  $3.7  billion  in  1972. 
The  farm  value  of  fruits  and  vegetables  rose  about  $200 
million  to  reach  $5.4  billion,  nearly  the  same  increase  as 
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Table  8. --Consumer  food  expenditures,  marketing  bill,  and  farm  value  as  a 
proportion  of  disposable  income,  1958-72 


Year 

Disposable 
personal 
income 

U.S.   farm  foods 

Consumer 
:  expenditures 
:   for  all  foods 
1/ 

Consumer 
] expenditures 

Markftine 

L  id  A.  IV  V —  <—  -1—  L  L 
biH 

Farm 
value 

TCi  1 1  i  on  ciol  1  at*? 

1958 

:  318.8 

61.0 

19  6 

21  4 

66  6 

1959  . . . 

337. 3 

63. 6 

42  4 

21  2 

68  4 

1960 

350.0 

66  9 

44  6 

22  1 

70  1 

/  w  •  JL 

1961 

364  4 

68  7 

45  7 

72  1 

1962  ... 

385.3 

71  3 

47  6 

74  4 

1963  ... 

404.6 

74  0 

/  *"T  o  V 

24  1 

76  5 

1964  . . . 

438. 1 

77  5 

52  6 

24  9 

80  5 

1965 

473. 2 

81. 1 

54  0 

27  1 

85  8 

1966  ... 

511 . 9 

86. 9 

57  1 

29  8 

92  0 

1967  ... 

546.3 

89.  2 

60.4 

28.8 

93.9 

1968  ... 

591.0 

93.9 

63.5 

30.4 

99.7 

1969  ... 

634.4 

98.8 

65.1 

33.7 

104.1 

1970  ... 

689.5 

106.0 

71.2 

34.8 

114 . 2 

1971 

746.0 

110.7 

75.4 

15  1 

117  5 

1  Q79 

7Q7  n 

116.2 

77.2 

on  n 

IOC  n 

Percent  of  personal  disposable 

»    i nrnmp 

-L  I.  1.  \ — ■       1 1 

1958 

19.1 

12.4 

6  7 

Z.J-  .  J. 

1959 

18.9 

12.6 

6  1 

U.J 

2ft  1 

I960 

19.1 

12.7 

6 

1961 

J-  .7  v  -L      •  •  • 

18.8 

12.5 

6  1 

O.J 

1  Q  ft 
J-  ? .  o 

1962 

18.5 

12.4 

6  1 

1Q  1 
J-  -/  .  O 

1963 

18.3 

12.3 

6  n 

1  ft  Q 

J-  O  .  j 

1964  . . . 

17.7 

12.0 

"5  7 

18  4 

1965  ... 

17.1 

11.4 

5  7 
j  .  / 

18  1 

1966 

17.0 

11.2 

5  ft 
J  •  o 

is  n 

J-  o .  u 

17U  /      «  *  a 

16.3 

11.0 

17  9 
1  /  .  Z 

1968  ... 

15.9 

10.8 

5.1 

16.9 

1969  ... 

15.6 

10.3 

5.3 

16.4 

1970  ... 

15.4 

10.3 

5.1 

16.6 

1971  ... 

14.8 

10.1 

4.7 

15.8 

1972  ... 

14.6 

9.7 

4.9 

15.7 

—  -  not  applicable. 

1/    Department  of  Commerce,  Bureau  of  Economic  Analysis.     These  estimates  of 
food  expenditures  differ  in  several  respects  from  ERS  estimates  of  expenditures 
for  farm  foods.     The  BEA  estimates  of  all  food  include  the  value  of  imported 
foods,  seafoods,  food  furnished  military  personnel,  and  food  consumed  on  farms 
where  produced,  but  the  ERS  estimates  exclude  these  items.    However,  the  BEA. 
estimates  exclude  the  value  of  food  furnished  hospital  patients,  students  in 
boarding  schools,  and  inmates  of  institutions,  food  furnished  by  Government 
agencies  to  schools  and  needy  persons,  food  purchased  as  a  business  expense, 
and  the  value  of  food  served  by  airlines  to  their  passengers,  which  the  ERS 
estimates  include. 
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in  1971.  Miscellaneous  products,  which  include  fat  and 
oil  products,  sugar,  confectionery  items,  and  other  farm 
foods,  increased  at  a  slower  rate  than  in  the  past. 

Marketing  Bill 

The  bill  for  marketing  farm  food  products— the 
difference  between  consumer  expenditures  and  farm 
value— amounted  to  $77.2  billion  in  1972,  an  increase  of 
2.4  percent  from  1971  but  less  than  half  1971's  annual 
increase  of  5.9  percent.  The  increase  has  averaged  5.1 
percent  annually  for  the  past  10  years. 

The  marketing  bill  for  six  commodity  groups 
increased,  while  the  bill  for  one  group,  grain  mill 
products,  declined  1  percent.  The  marketing  bill  for 
dairy  products  rose  the  most— 4.8  percent.  The  bill  for 
miscellaneous  products  gained  4.4  percent;  meat,  1.1 
percent;  and  poultry  products,  1.0  percent.  The  bill  for 
bakery  products  rose  only  0.3  percent. 

Fruit  and  vegetable  products  had  the  largest 
marketing  bill  among  the  commodity  groups— $18.5 
billion— and  were  followed  closely  by  meat  products 
(fig.  4).  Meat  and  fruits  and  vegetables  accounted  for 
almost  half  of  the  total  marketing  bill.  Dairy  products, 
bakery  products,  and  the  miscellaneous  food  group  each 
accounted  for  around  one-seventh  of  the  bill.  Poultry 
and  grain  mill  products  made  up  the  rest. 


MARKETING  BILL  AND  FARM  VALUE  BY  PRODUCT  GROUP,  1972 

$  BIL.  1 


PRODUCTS     VEGETABLES    PRODUCTS       CEREAL         &  EGGS  PRODUCTS 


Figure  4 

Factors  Behind  Marketing  Bill  Increase:  Increases  in 
the  marketing  bill  over  the  years  have  been  due  to 
growth  in  volume  of  food  marketed  and  increases  in 
marketing  services  and  the  cost  of  performing  these 
services.  Volume  of  food  is  the  result  of  growth  in 
population  and  changes  in  per  capita  consumption. 
Increased  marketing  services  involve  the  use  of  more 
highly  prepared  foods,  such  as  convenience  foods,  and 
more  eating  out.  Increased  costs  of  marketing  services 
reflect  rising  costs  of  inputs  such  as  labor  and  packaging 
materials. 

Increased  costs  of  marketing  services  accounted  for 
all  of  last  year's  increase  of  $1.8  billion  in  the  marketing 
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bill.  This  was  the  first  time  the  cost  of  providing 
marketing  services  accounted  for  all  the  growth  in  the 
marketing  bill.  Normally,  there  are  increases  in  volume 
and  minor  increases  in  the  bill  for  additional  marketing 
services.  However,  in  1972,  the  volume  of  food 
marketed  fell  short  of  1971  levels. 

Increased  costs  of  marketing  services  accounted  for 
slightly  over  half  of  the  increase  in  the  marketing  bill 
between  1961  and  1972  (fig.  5).  Costs  of  marketing 
larger  quantities  of  food  accounted  for  a  third  of  the 
growth  in  the  marketing  bill  during  1961-72.  Food 
marketings  rose  22  percent  during  this  period,  slightly 
more  than  the  rise  in  population.  Increased  marketing 
services  accounted  for  the  smallest  share  of  the  bill 
increase  since  1961,  about  one-seventh.  Changes  in  costs 
of  providing  marketing  services  and  the  increased 
demand  for  services  reflect  changes  in  economic 
conditions.  Both  costs  and  demand  have  risen 
substantially  during  the  recent  period  of  general  price 
inflation  and  rapid  growth  in  real  incomes. 
Price-weighted  volume  indicies  have  reflected  increases 
in  consumption  due  both  to  population  increases  and 
the  shift  to  greater  consumption  of  higher  valued  food 
items  such  as  meats. 


FACTORS  IN  RISE  OF  MARKETING  BILL,  1961-72 

SBIL.  1  1  1  1  


1961      '63       '65       '67       '69       71  73 


•MORE  MEALS  AWAY  FROM  HOME.  MORE  PROCESSING  PACKAGING.  ETC 
WAGE  RATES.  DEPRECIATION  CHARGES.  UNIT  PROFITS.  PRICES  OF  CONTAINERS.  FUEL.  ETC 


Figure  5 


Cost  Components  of  the 
Marketing  Bill 

Labor:  Labor  costs  for  marketing  domestic  farm  food 
products,  nearly  half  of  the  marketing  bill,  totaled  $37.4 
billion  in  1972-up  8.4  percent  from  1971  (table  9). 
This  increase  reflected  both  higher  wages  of  food 
marketing  employees  and  more  man-hours  worked. 
Labor  costs  incurred  by  processors,  wholesalers, 
retailers,  and  away-from-home  eating  establishments 
increased  at  an  annual  rate  of  5.9  percent  over  the  last 
decade.  Labor  employed  in  food  retailing  and 
away-from-home  eating  establishments  accounted  for 
slightly  over  half  of  total  labor  costs.  Labor  in  food 


Table  9. --Cost  components  of  the  marketing  bill  for  farm  foods,  1959-72 


Year 


Labor 

1/ 


Packaging 
materials 


Rail  and  truck 
transportation 
2/ 


:  Corporate 

profits  : 

Before 

After 

'  taxes 

taxes 

Business 
taxes  3/ 


Billion  dollars 


1959 

:  18.8 

5.5 

4.0 

2.1 

1.0 

1.2 

1960 

19.7 

5.4 

4.1 

2.1 

.9 

1.3 

1961 

•  • 

19.9 

5.8 

4.2 

2.3 

1.1 

1.4 

1962 

•  • 

:  20.8 

6.1 

4.1 

2.3 

1.1 

1.6 

1963 

•  • 

21.3 

5.9 

4.2 

2.4 

1.2 

1.7 

1964 

22.1 

6.0 

4.3 

2.8 

1.4 

1.8 

1965 

•  • 

23 . 3 

6.2 

4.  2 

3.0 

1.6 

2.1 

1966 

24.6 

6.8 

4.2 

3.4 

1.8 

2.2 

1967 

•  • 

25.9 

7.2 

4.3 

3.4 

1.8 

2.3 

1968 

28.0 

7.8 

4.5 

3.6 

1.8 

2.6 

1969 

•  • 

30.4 

8.0 

4.6 

3.6 

1.6 

2.6 

1970 

•  •  « 

32.3 

8.5 

5.2 

3.6 

1.6 

2.9 

1971 

34.5 

9.0 

6.0 

3.7 

1.7 

3.0 

1972 

37.4 

9.4 

6.1 

3.4 

1.7 

3.3 

:  Repairs, 

Deprecia- : 
tion  : 

Rent 
(net) 

: Advertis- : bad  debts, 
:     ing  rcontribu- 

: Interest: 
:   (net)  : 

Other  : 

5/  : 

Total 

tions 


Billion  dollars 


1959  .. 

1.4 

1.1 

1.2 

0.7 

0.2 

6.2 

42.4 

1960  ..■ 

1.5 

1.1 

1.3 

.7 

.2 

7.2 

44.6 

1961  ..■ 

1.6 

1.2 

1.4 

.8 

.3 

6.8 

45.7 

1962  .. 

1.8 

1.4 

1.6 

.8 

.3 

6.8 

47.6 

1963  .. 

1.8 

1.4 

1.7 

.9 

.3 

8.3 

49.9 

1964  .. 

1.9 

1.5 

1.7 

1.0 

.3 

9.2 

52.6 

1965  .. 

2.0 

1.6 

1.9 

1.1 

.4 

8.2 

54.0 

1966  .. 

:  2.2 

1.8 

2.0 

1.1 

.4 

8.4 

57.1 

1967  .. 

2.2 

1.8 

2.0 

1.1 

.6 

9.6 

60.4 

1968  .. 

:  2.1 

2.0 

1.8 

1.2 

.8 

9.1 

63.5 

1969  .. 

2.2 

2.1 

1.9 

1.3 

.9 

7.5 

65.1 

1970  .. 

:  2.5 

2.3 

2.0 

1.5 

1.1 

9.3 

71.2 

1971  .. 

:  2.5 

2.4 

2.0 

1.5 

1.1 

9.7 

75.4 

1972  .. 

2.8 

2.6 

2.2 

1.6 

1.3 

7.1 

77.2 

1/  Includes  supplements  to  wages  and  salaries  such  as  social  security  and 
unemployment  insurance  taxes  and  health  insurance  premiums.    Also  includes 
imputed  earnings  of  proprietors,  partners,  and  family  workers  not  receiving 
stated  remuneration.     2/  Includes  charges  for  heating  and  refrigeration.  Does 
not  include  local  hauling  charges.     3/  Includes  property,  social  security, 
unemployment  insurance,  state  income,  and  franchise  taxes,  license  fees,  and 
other  fees,  but  does  not  include  Federal  income  tax.     4/  Preliminary. 
5/  Includes  foodservice  in  schools,  colleges,  hospitals,  and  other  institutions 
and  utilities,  fuel,  promotion,  local  for-hire  transportation,  water 
transportation,  and  insurance. 
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processing  accounted  for  about  a  third.  The  remaining 
labor  cost  was  for  wholesaling. 

Labor  cost  includes  wages  and  salaries  of  employees, 
wage  supplements,  and  tips  received  by  foodservice 
employees.  Labor  cost  accounted  for  48  percent  of  the 
marketing  bill  in  1972,  compared  with  46  percent  in 
1971  and  44  percent  a  decade  ago  (fig.  6). 


The  increase  in  labor  costs  in  1972  came  from 
increases  in  both  hourly  labor  costs  and  total  man-hours. 
Hourly  labor  costs  in  food  marketing  increased  6.9 
percent  from  1971  to  1972,  slightly  more  than  the 
average  annual  increase  of  6.6  percent  over  the  previous 
5  years  (table  10).  They  also  exceeded  the  general 
5.5-percent  wage  guideline  established  for  the  economic 
stablization  program  by  the  Cost  of  Living  Council. 

Unit  labor  costs  rose  7.4  percent  in  1972,  reflecting 
the  rise  in  hourly  labor  costs  and  a  decline  in 
productivity.  The  decline  in  output  per  man-hour  in 
food  marketing  reflected  a  leveling  off  in  output  as 
increases  occurred  in  man-hours  worked. 

Employment  in  food  marketing  has  gone  up 
gradually  during  the  past  decade  as  a  result  of  increases 
in  the  volume  of  food  handled  by  the  marketing  system 
and  increases  in  services  per  unit  of  product.  The  farm 
food  marketing  system  employed  5.6  million  workers  in 
1972,  slightly  more  than  in  1971.  Additional  labor  cost 
data  are  discussed  in  the  marketing  agency  bill  section  of 
this  article. 

Packaging:  The  cost  of  packaging  materials  used  in 
marketing  farm  foods  rose  to  $9.4  billion  in  1972— up 
$0.4  billion,  or  about  4*/2  percent,  from  a  year  ago.  The 
Department  of  Commerce  estimates  that  the  value  of 
packaging  materials  shipped  for  all  uses  (food  and 
nonfood)  increased  about  10  percent.  Price  increases 
accounted  for  about  one-half  of  the  increase  in  value  of 
materials  used,  and  a  larger  volume  of  shipments 
accounted  for  the  other  half.  Food  packaging  materials 
accounted  for  42.5  percent  of  all  packaging  material 
shipments. 


Wholesale  prices  of  many  food  packaging  containers 
increased  in  1972  but  generally  did  not  increase  as  much 
as  prices  of  containers  used  in  nonfood  industries. 
One-half  gallon  milk  cartons  and  paper  cups  did  not 
increase  at  all  in  price  from  December  1971  to 
December  1972.  Examples  of  packaging  materials  used 
for  food  which  had  relatively  small  price  increases  were: 
Ice  cream  cartons,  1.1  percent;  candy  boxes,  2.4 
percent;  composite  concentrated  juice  cans,  1.8  percent; 
wide-mouth  glass  containers,  4.0  percent;  and  returnable 
glass  soft  drink  bottles,  3.9  percent.  In  contrast, 
wholesale  prices  of  metal  cans  rose  6.0  percent;  wire 
boxes  for  fruits  and  vegetables,  9.6  percent;  grocery 
bags,  15.9  percent;  and  303  x  406  tin  cans,  6.2  percent. 

Prices  of  packaging  materials  used  mostly  for 
nonfoods  generally  increased  a  little  more  than  those 
primarily  used  for  foods  in  1972.  Prices  of  wooden 
pallets  rose  13.4  percent;  paper  shipping  sacks  were  up 
11.1  percent;  corrugated  containers  (22.2  percent  total 
used  in  foods)  rose  8.3  percent;  and  prices  of  industrial 
wire  boxes  rose  8.2  percent. 

Rail  and  Truck  Transportation:  The  cost  of  shipping 
farm  food  products  by  truck  and  rail  was  $6.1  billion  in 
1972.  This  figure  does  not  include  intracity  truck 
transportation  or  air  and  water  transportation  for  which 
no  estimates  are  available.  This  cost  was  up  $100 
million,  or  2  percent  higher  than  in  1971. 
Transportation  costs  accounted  for  7.9  percent  of  the 
total  marketing  bill  in  1972,  the  same  as  in  1971,  but 
below  the  9-percent  share  in  1960. 

The  increase  in  transportation  costs  in  1972  resulted 
from  rate  increases  for  most  food  commodities  other 
than  wheat,  which  declined  nearly  5  percent.  The 
decline  in  rates  charged  by  railroads  for  moving  wheat 
was  the  result  of  reductions  at  locations  in  major 
producing  areas  where  truck  competition  is  increasing. 

Rail  freight  rates  increased  in  April  1971,  February 
1972,  and  October  1972.  The  increases  in  1972  that 
affected  annual  average  rates  were  modest— a  2.5-percent 
surcharge  on  all  rates  in  February  and  variable  increases 
in  October. 

Some  truckers  also  increased  rates  in  late  1971  and 

1972,  but  data  as  to  the  timing  and  magnitude  of  such 
increases  have  not  been  collected. 

Few  rail  and  truck  rates  regulated  by  the  Interstate 
Commerce  Commission  have  as  yet  been  increased  in 

1973,  due  in  part  to  Federal  actions  to  control  inflation. 
Capital     Costs:     Capital     costs,    which  include 

depreciation,  rent,  and  interest,  totaled  $6.7  billion  in 
1972,  slightly  over  8  percent  of  the  total  food  marketing 
bill.  These  costs  rose  nearly  12  percent  in  1972, 
considerably  more  than  in  other  recent  years.  Interest 
rates  on  long-term  Aaa  bonds,  an  indicator  of  the  costs 
of  new  long-term  credit,  decreased  from  7.4  percent  in 
1971  to  7.2  percent  in  1972,  thus  continuing  a 
downtrend  in  money  costs  for  financing  new  plant  and 
equipment.  The  E.  H.  Boeckh  Index  of  commercial  and 
factory  building  costs  increased  8.3  percent  from  1971 


COMPONENTS  OF  BILL  FOR 
MARKETING  FARM  FOODS,  1972 


Figure  6 
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Table  10. --Indexes  of  labor  cost  for  marketing  farm-food  products,  1959-72 


Year 

Total 
labor 
cost 

:  Man- 
:  hours 

:     Hourly  : 
:     labor  : 
:     cost  i/  : 

Unit  : 
labor  : 
cost  2/ : 

Retail  price- 
weighted 
volume  index 

1 "J"  .......... 

73 

1  02 

71 
/  1 

87 

84 

1  96D 

LyOU  .......... 

76 

1  02 

7  s 

87 

87 

1  961 

-i-  y  u  J-  •••••••••• 

77 

99 

77 

87 

88 

1  96? 

80 

98 

82 

89 

90 

1  963 

1  7U  J  •••••••••• 

82 

97 

84 

89 

92 

1  964 

-L  V  V '     r        a    a    •  ••••••• 

85 

98 

87 

89 

96 

l  y  \j  j  •••••••••• 

90 

99 

91 

94 

96 

1  966 

1  yu  U  •••••••••• 

95 

100 

95 

97 

98 

1967 

100 

100 

100 

100 

100 

1968 

108 

101 

107 

106 

102 

1969   

117 

102 

114 

113 

104 

1970   

125 

101 

124 

118 

106 

1971   

133 

102 

130 

122 

109 

1972  3/   

144 

103 

139 

131 

110 

1/  Hourly  labor  cost  is  the  quotient  of  the  indexes  of  total  labor  cost 
and  man-hours  worked. 

2/  Unit  labor  cost  is  the  quotient  of  the  indexes  of  total  labor  cost  and 
the  retail  price-weighted  volume  index.     The  volume  index  of  farm  food  pro- 
ducts is  constructed  by  weighting  the  quantities  consumed  on  a  retail  weight 
basis  by  1957-59  average  retail  prices. 

3/  Preliminary. 
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to  1972.  Rising  construction  costs  increased 
depreciation  costs  and  commercial  rental  rates  for  food 
marketing  firms.  Changes  in  accelerated  depreciation 
rules  also  were  fully  effective  in  1972,  resulting  in  higher 
depreciation  costs. 

Advertising:  Expenditures  for  advertising  amounted 
to  2  cents  of  each  food  dollar  in  1972,  about  the  same  as 
in  other  recent  years.  Advertising  for  farm  food  in  1972 
totaled  $2.2  billion,  with  food  processors  accounting  for 
roughly  half  of  the  expenditures.  In  1972,  expenditures 
for  television  advertising  were  three  times  greater  than 
those  for  print  media  advertising.  Fifteen  years  ago, 
expenditures  to  advertise  farm  foods  were  roughly  equal 
in  both  media.  Food  advertising  in  general  has  continued 
to  increase  during  changes  in  business  activity. 

Corporate  Profits:  Corporations  derived  $3.4  billion 
in  profits  before  Federal  income  taxes  from  marketing 
farm  food  products  in  1972.  This  was  $0.3  billion  lower 
than  in  1971.  Although  sales  were  greater,  profit  rates  of 
corporations  declined.  After-tax  profits  amounted  to 
one-half  of  the  before-tax  profits  in  1972. 

Corporate  profits  amounted  to  4.4  percent  of  the 
marketing  bill  in  1972,  down  from  4.9  percent  in  1971. 
While  profits  are  a  relatively  small  proportion  of  the 
marketing  bill,  they  exceed  many  individual  cost 
components  of  the  bill  such  as  depreciation,  advertising, 
and  rent. 

Business  Taxes:  In  1972,  business  taxes  totaled  $3.3 
billion— up  10  percent  from  1971.  Business  taxes  have 
more  than  doubled  in  the  last  10  years.  Social  Security 
payments  have  risen  as  a  result  of  increases  in  rates  and 
the  maximum  taxable  income.  Both  State  and  local  tax 
rates  have  risen  sharply  in  recent  years. 

At-Home  and  Away-From-Home 
Marketing  Bills 

The  total  marketing  bill  is  divided  into  the  at-home 
bill  and  the  away-from-home  bill.  The  at-home 
marketing  bill  is  an  estimate  of  charges  for  transporting, 
processing,  and  distributing  U.S.  farm  foods  purchased 
in  food  stores  for  use  at  home.  The  away-from-home 
marketing  bill  is  an  estimate  of  the  costs  and  profits  of 
transporting,  processing,  distributing,  and  preparing  food 
for  sale  or  use  in  public  eating  places  and  institutions.  It 
includes  costs  and  profits  for  food  whether  purchased 
for  personal  consumption,  on  business  or  travel,  or  as 
part  of  another  service  such  as  food  served  by  airlines  or 
hospitals. 

Expenditures:  Consumer  expenditures  for  food  at 
home  were  $81.3  billion  in  1972,  or  70  percent  of  total 
U.S.  farm  food  expenditures.  Expenditures  for  food 
consumed  away  from  home  were  $34.9  billion,  or  30 
percent.  These  away-from-home  food  expenditures  were 
up  from  25  percent  in  1963  (table  11). 

Away-from-home  eating  is  composed  of  two  major 
submarkets— public  eating  places  and  institutions.  Public 
eating  places  include  restaurants,  cafeterias,  snack  bars, 


vending  machine  outlets,  and  other  eating  places 
primarily  operated  for  profit.  In  1972,  they  accounted 
for  $26.8  billion  of  farm  food  expenditures,  77  percent 
of  the  away-from-home  market.  Expenditures  in  public 
eating  places  grew  faster  than  food  stores  between  1963 
and  1972,  increasing  the  away-from-home  share  of 
expenditures  for  U.S.  farm  foods. 

Until  the  last  2  years,  institutions  grew  at  an  even 
faster  rate  than  public  eating  places.  Institutions, 
including  schools,  colleges,  hospitals,  rest  and  nursing 
homes,  and  airlines,  served  food  valued  at  $8.1  billion  in 
1972.  This  figure,  unchanged  from  1971,  accounted  for 
7  percent  of  total  farm  food  expenditures.  Decreased 
school  enrollment  and  a  decline  in  hospital  patients  have 
slowed  the  growth  in  institutional  feeding. 

Marketing  Bill:  The  marketing  bill  for  at-home  eating 
is  smaller  relative  to  consumer  expenditures  than  that 
for  away-from-home  eating.  The  at-home  marketing  bill 
amounted  to  $49.5  billion  in  1972—61  percent  of 
consumer  expenditures  for  food  bought  for  use  at  home. 
In  contrast,  the  away-from-home  bill  of  $27.7  billion 
accounted  for  79  percent  of  away-from-home  consumer 
expenditures  for  food  in  1972.  This  contrast  reflects  the 
added  cost  of  preparing  and  serving  food  consumed 
away  from  home.  In  1972,  public  eating  places  incurred 
marketing  costs  of  $21.1  billion,  and  institutions,  $6.6 
billion. 

Farm  Value:  The  at-home  market  represented 
four-fifths  of  total  U.S.  farm  value,  while  public  eating 
places  accounted  for  another  14.6  percent,  and 
institutions,  the  remainder.  However,  the  farm  value  of 
food  consumed  away  from  home  increased  80  percent 
between  1963-72,  compared  with  a  58-percent  increase 
for  food  consumed  at  home. 

Commodity  Use:  In  1972,  meat  products  represented 
the  largest  share  of  both  at-home  and  away-from-home 
food  expenditures  (table  12).  However,  meat 
represented  a  larger  proportion  of  food  consumed  away 
from  home  (39  percent)  than  food  used  at  home  (25 
percent). 

The  importance  of  various  food  groups  between  the 
at-home  and  away-from-home  markets  differs  primarily 
because  of  the  relative  importance  of  different  meals. 
Breakfasts  and  dinners  make  up  a  larger  proportion  of 
meals  served  at  home  than  of  meals  served  in  restaurants. 
The  away-from-home  market  serves  a  larger  proportion 
of  lunches.  Fruits  and  vegetables,  which  are  served  more 
often  with  full  meals  than  with  sandwich-type  lunches, 
account  for  about  a  fourth  of  expenditures  of  food 
consumed  at-home  versus  less  than  10  percent  of 
expenditures  away  from  home. 

There  are  differences  in  the  commodity  mix  within 
the  away-from-home  market.  Meat  accounts  for  a  larger 
share  of  food  consumed  in  public  eating  places  than  in 
institutions.  The  opposite  is  true  of  fruits  and  vegetables, 
which  are  more  important  in  institutions.  Again,  the 
difference  in  the  proportion  of  meal  types  served  is  the 
prime    reason    for    differences    in    composition  of 
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Table  11  — Consumer  expenditures,  marketing  bill,  and  farm  value,  for  U.S. 
farm  foods,  at-home  and  away-f rom-home,  1963-72. 


Away- f rom-home 


Year  : 

Total 

:     At-home  2/ :       _      .         :Public  eating: 
—          Total               _           -  . 

Institutions 

places  3/  : 

4/ 

:                                             Billion  dollars 

:                                        Consumer  expenditures 

1963   : 

74.0 

56.0 

18.0 

14.0 

4.0 

1964   : 

"7  "7  C 

77.5 

CO  c 

5o .  5 

19.0 

14. 8 

4.  2 

1965   : 

Q1  1 

bU .  z 

zo.  y 

1  C  1 

lo.  1 

4.  o 

i  c\  c  c 

19oo   : 

oo.  y 

o4.  U 

22.9 

1  "7  O 

17 .  o 

5.1 

1  Ck  C  ~7 

19b7   ; 

on  n 
oy .  Z 

O^V  •  £- 

Zd.U 

in  /, 

iy .  4 

5 .  o 

lyoo   : 

QQ  Q 

yj.  y 

O  /  .  4- 

ZD,  J 

ZvJ .  j 

o .  U 

i9by   : 

QQ  Q 

yo.  o 

/  U.  4 

OQ  /. 

zi .  y 

b .  5 

i  y  /  u   : 

106.0 

IHr .  D 

O  *f  / 

31.4 

TO  Q 

/  J  .  o 

"7  A 

/ .  b 

1  Q71 

iy / 1   .: 

110. 7 

77 . 6 

33. 1 

ZJ.U 

p.  i 

1  0"7  1     1   /  . 

1972  1/   : 

116.  2 

81.3 

34.9 

ZD  .  O 

Q  1 
O  .  1 

Marketing  bill 

1963   : 

49.9 

35.9 

14.0 

10.9 

3.1 

1964   : 

52.6 

37.8 

14.8 

11.6 

3.2 

1965   : 

54.0 

38.1 

15.9 

12.3 

3.6 

1966   : 

57.1 

39.8 

17.3 

13.5 

3.8 

1967   : 

60.4 

40.8 

19.6 

15.2 

4.4 

1968   : 

63.5 

42.7 

20.8 

16.1 

4.7 

1969   : 

65.1 

43.1 

22.0 

17.0 

5.0 

1970   : 

71.2 

46.2 

25.0 

18.8 

6.2 

1971  ....  : 

75.4 

48.7 

26.7 

19.9 

6.8 

1972  1/   : 

77.2 

49.5 

27.7 

21.1 

6.6 

:                                              Farm  value 

1963   : 

24.1 

20.1 

4.0 

3.1 

0.9 

1964   : 

29.9 

20.7 

4.2 

3.2 

1.0 

1965   : 

27.1 

22.1 

5.0 

3.8 

1.2 

1966   : 

29.8 

24.2 

5.6 

4.3 

1.3 

1967   : 

28.8 

23.4 

5.4 

4.2 

1.2 

1968   : 

30.4 

24.7 

5.7 

4.4 

1.3 

1969   : 

33.7 

27.3 

6.4 

4.9 

1.5 

1970   : 

34.8 

28.4 

6.4 

5.0 

1.4 

1971   : 

35.3 

28.9 

6.4 

5.1 

1.3 

1972  1/   : 

39.0 

31.8 

7.2 

5.7 

1.5 

1/  Pre 1 iminar y 

• 

2/  At-home  is 

food  consumed  from  the 

home  food  supply 

(primarily  purchased 

from  retail  food 

stores) . 

3/  Includes  restaurants, 

cafeterias , 

snack  bars,  and 

other  eating 

establishments . 

4/  Includes  the  value  of  food  served  in  hospitals,  schools,  colleges,  rest 
and  nursing  homes,  and  other  institutions. 
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Table  12 --Consumer  expenditures,  marketing  bill,  and  farm  value  for  at-home 
and  away-f rom-home  consumption,  by  commodity  group,  1972  1/ 


:  :  :  Away-f  rom-home  2/  

:  :  :                 :  Public  : 

Commodity             :  Total     :  At-home  :     Total     :  eating  :  Institutions 

:  :  :                 :  places  : 

Million  dollars 


:  Consumer  expenditures  

Meat   J   35,256  20,813  14,443        11,472  2,971 

Poultry  products   '.     8,137  6,006  2,131         1,555  576 

Dairy  products   !    17,551  12,235  5,316          3,562  1,754 

Fruits  and  vegetables  . !    23,858  20,241  3,617         2,515  1,102 

Grain  mill  products  ....     3,241  2,602  639            401  238 

Bakery  products   ".    11,838  8,014  3,824         3,147  677 

Miscellaneous                       16.326  11,333  4,993         4,190  803 

Total   I  116,207  81,244  34,963        26,842  8,121 

:  Marketing  bill  

Meat   !    18,205  7,846  10,359         8,064  2,295 

Poultry  products   j     4,409  2,658  1,751         1,244  507 

Dairy  products                     io,462  6,303  4,159         2,747  1,412 

Fruits  and  vegetables        18,463  15,717  2,746          1,926  820 

Grain  mill  products  ....     2,633  2,034  599             373  226 

Bakery  products                   10,128  6,545  3,583         2,951  632 

Miscellaneous   '.    12.892  8,341  4,551         3.827  724 

Total   :    77,192  49,444  27,748        21,132  6,616 

•  Farm  value 


Meat   17,051  12,967  4,084  3,409  675 

Poultry  products   3,728  3,348  380  311  69 

Dairy  products   \  7,089  5,932  1,157  815  342 

Fruits  and  vegetables  .'.  5,395  4,524  871  589  282 

Grain  mill  products  ....  608  568  40  27  13 

Bakery  products   ".  1,710  1,469  241  196  45 

Miscellaneous   \  3.434  2,992  442  363   79 

Total   .;  39,015  31,800  7,215  5,710  1,505 


1/  Preliminary  . 

2/  See  table  11   for  description  of  away-f rom-home  consumption. 
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expenditures.  Other  commodity  groups  such  as  poultry, 
bakery,  dairy,  grain  mill,  and  miscellaneous  products 
vary  less  between  the  two  markets. 

Marketing  Bill  for  Marketing  Agencies 

Marketing  agencies  perform  the  functions  of 
processing,  wholesaling,  and  distributing  food  products. 
The  marketing  bill  of  marketing  agencies  and  their  labor 
and  profit  components  are  shown  in  table  13  for 
1958-72.  Previously,  estimates  had  been  made  only  for 
census  years. 

Food  processors  took  the  largest  share  of  the  total 
marketing  bill  in  1972,  accounting  for  $26.8  billion,  or 
34.7  percent,  of  the  total  bill  (fig.  7).  The  processors' 
agency  bill  has  declined  in  importance  since  1958,  from 
nearly  45  percent  to  the  1972  share  of  35  percent. 
However,  the  processors'  agency  marketing  bill  increased 


from  $17.7  billion  in  1958  to  $26.8  billion  in  1972-an 
annual  rate  of  3  percent. 

Labor  costs  accounted  for  nearly  44  percent  of  the 
processors'  bill  in  1972,  compared  with  less  than  37 
percent  in  1958.  Profits  accounted  for  8  percent,  up 
from  6  percent  in  1958.  Profits  were  the  largest  share  of 
the  processing  agency  bill. 

Food  wholesalers  took  the  smallest  share  of  the  total 
marketing  bill  in  1972,  accounting  for  $10.3  billion. 
Wholesaling  costs  and  profits  have  accounted  for  about 
the  same  share— 13  percent— of  the  total  marketing  bill 
since  1958.  Labor  costs  for  wholesalers  were  nearly  49 
percent  of  the  agency  bill  in  1972.  This  is  the  second 
largest  share  of  an  agency  bill  devoted  to  labor. 
Wholesalers'  profits  share— 6.3  percent— ranked  second 
to  processors'  as  a  share  of  an  agency  bill  in  1972. 

Retail  food  stores  had  the  second  largest  agency  bill 
after  processors  in  1972— nearly  $22.4  billion.  Retailers' 
share  of  the  total  marketing  bill  increased  from  22 
percent  in  1958  to  29  percent  in  1972.  Retailers  had  the 
smallest  profit  share— only  1.1  percent  in  1972,  down 
considerably  from  previous  years.  Labor  costs  of  $10.6 
billion  accounted  for  slightly  more  than  47  percent  of 
the  agency  bill. 

Eating  places  and  institutions  have  also  increased 
their  share  of  the  total  marketing  bill,  particularly  since 
1964.  In  1972,  their  share  accounted  for  $17.7  billion, 
or  23  percent  of  the  marketing  bill.  While  the  marketing 
bill  for  eating  places  was  next  to  the  smallest,  their  labor 
cost,  totaling  $10.1  billion,  was  only  slightly  lower  than 
that  for  food  processors.  Labor,  which  accounted  for 
nearly  57  percent  of  the  agency  bill  for  eating  places  and 
institutions,  was  up  from  51  percent  in  1958.  The  1972 
profit  share,  1.9  percent,  was  only  slightly  above  that  for 
retail  food  stores. 


AGENCY  COMPONENTS  OF  THE  MARKETING  BILL 


Figure  7 
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DIVERSIFICATION  IN  FIVE  FOOD  PROCESSING  INDUSTRIES 
AND  THE  FARM  MACHINERY  AND  EQUIPMENT  INDUSTRY 


by 

Paul  E.  Nelson  Jr., 
and 
Larry  Britt1 


ABSTRACT:  Census  data  made  available  from  the  Enterprise  Statistics  program  show 
substantial  changes  between  1954  and  1967  in  ownership  patterns  and  diversification  by 
companies  processing  food  products  and  producing  farm  equipment  and  machinery.  Employment 
in  these  industries  is  shown  to  be  declining  primarily  among  companies  classified  in  the  industry, 
but  increasing  among  companies  primarily  engaged  in  other  industrial  activities.  For  example,  the 
total  number  of  employees  in  the  meatpacking  industry  dropped  by  over  49,000  between  1954 
and  1967.  The  number  of  employees  of  firms  classified  within  the  industry  dropped  by  61,000, 
but  employment  in  meatpacking  establishments  owned  by  companies  classified  outside  the  meat 
industry  rose  by  nearly  12,000.  Companies  classified  outside  the  industry  accounted  for  10 
percent  of  meatpacking  industry  sales  in  1967.  Similarily,  27  percent  of  the  farm  machinery  and 
equipment  sales  were  accounted  for  by  companies  classified  in  other  industries  such  as  electrical 
machinery. 

KEYWORDS:  Market  structure,  food  processing,  diversification. 


Two  aspects  of  the  changing  structure  of  food  and 
input  marketing  industries  have  received  little  attention 
primarily  because  of  the  fragmentary  character  of 
available  data.  These  two  aspects  are:  (1)  the  ownership 
patterns  of  companies— the  extent  to  which  companies 
primarily  classified  within  an  industry  own  the 
establishments2  classified  within  that  industry;  and  (2) 
diversification,  the  degree  to  which  establishments  of  a 
parent  company  are  engaged  in  activities  which  differ 
from  the  parent's  primary  activities. 

These  structural  aspects  of  food  and  input  marketing 
companies  have  a  significant  bearing  on  the  channels 
through  which  farm  products  are  sold  and  farm  inputs 


1  Mr.  Nelson  is  an  agricultural  economist  with  the  National 
Economic  Analysis  Division,  ERS.  Mr.  Britt,  a  former  statistican 
of  the  Bureau  of  the  Census,  Department  of  Commerce,  is  now 
with  private  industry. 

2  An  establishment  is  a  business  or  industrial  unit  at  a  single 
physical  location  which  distributes  goods  or  performs  services, 
including  manufacturing  and  processing.  A  company  is  a  business 
organization  of  one  or  more  establishments  under  common 
ownership. 


purchased.  Growing  diversification  may  necessitate 
changes  in  size,  capital  sources,  product  differentiation, 
pricing  policies,  and  other  adjustments  by  farm  firms  in 
the  manner  in  which  these  companies  buy  inputs  and  sell 
products. 

This  article  is  based  on  data  for  1954  and  1967  made 
available  from  the  Bureau  of  Census,  Enterprise 
Statistics  program.  These  data  deal  with  the  organization 
and  activities  of  companies  and  permit  analyses  other 
than  those  limited  to  establishment  data.  Where  changes 
in  industrial  classification  have  made  comparability  of 
published  data  impossible  for  numerous  industries,  we 
have  adjusted  1967  data  to  be  comparable  with  the  1954 
revised  series. 

Ownership  Ratio 

This  ratio  shows  the  relationship  between 
establishments  classified  in  the  same  industry  as  their 
owning  companies  and  all  establishments  classified  in  the 
industry.  The  ratio  provides  a  summary  measure  of  the 
extent  to  which  establishments  classified  in  an  industry 
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are  owned  by  companies  classified  in  the  same  industry. 
The  lower  the  ratio,  the  more  the  specified  activity  of 
the  industry  is  accounted  for  by  companies  classified  in 
other  industries.3 

This  ratio  may  be  computed  on  several  bases,  such  as 
number  of  establishments,  number  of  employees,  and 
payroll.  The  employee  basis  was  choosen  as  the  best 
measure  since  it  reflects  the  size  of  establishments 
involved.  To  illustrate  how  the  ownership  ratio  is 
computed,  assume  there  are  1,000  meatpacking 
employees  in  the  establishments  classified  primarily  as 
meatpackers.  If  600  are  employed  by  establishments 
owned  by  companies  which  are  classified  as  meatpacking 
firms,  the  ownership  ratio  would  be  60  per  100 
employees. 

Recognition  of  two  facts  will  help  in  the 
interpretation  of  the  ratio  and  changes  in  it:  (1)  the  ratio 
reports  net  differences,  and  (2)  the  change  in  the  ratio 
can  occur  in  several  ways— for  example,  the  ratio's 
numerator  may  rise  and  the  denominator  remain 
constant,  or  vice  versa,  or  both  may  increase  or  decrease. 
Table  14  presents  the  ownership  ratio  for  each  industry 
for  1954  and  1967  along  with  the  number  of  employees 
which  were  associated  with  the  change  in  the  ratios. 

The  ownership  ratio  for  each  of  the  six  industries 
studied  declined  between  1954  and  1967.  Among 
industries,  the  ownership  ratio  dropped  7  percent  in 
meatpacking,  9  percent  each  in  dairy  and  bakery,  12 
percent  in  canned  and  frozen  foods,  and  16  percent  each 
in  grain  mill  and  in  farm  machinery  and  equipment. 

The  pattern  of  industry  diversification  can  be  seen 
more  clearly  from  the  net  change  that  occurred  in 
number  of  employees  of  companies  classified  within  and 
outside  the  industry.  In  five  of  the  six  industries,  the 
total  number  of  employees  declined,  with  the  decline 
accounted  for  among  employees  of  companies  classified 
within  the  industry.  In  contrast,  there  was  an  increase  in 
the  number  of  industry  employees  in  establishments 
owned  by  companies  classified  outside  the  industry. 

The  total  number  of  employees  in  the  meatpacking 
industry  dropped  by  49,470.  The  number  of  employees 
of  companies  classified  within  meatpacking  decreased  by 
61,344.  However,  the  number  of  employees  of 
meatpacking  establishments  owned  by  companies 
classified  outside  meatpacking  rose  by  11,874.  In  an 
analogous  manner,  the  total  employment  of  farm 
machinery  and  equipment  establishments  fell  by  1,364. 
The  employment  of  companies  classified  within  the 
industry  dropped  by  21,701,  while  the  total 
employment  of  farm  machinery  and  equipment 
establishments  owned  by  companies  classified  outside 
this  industry  rose  20,337. 

The  canned  and  frozen  food  industry  differed  from 
the  other  '  five  industries.  In  this  industry,  total 
employment  rose  by  58,708  employees.  Of  this  increase, 


3The  Bureau  of  the  Census.  Enterprise  Statistics,  1967,  Part  [, 
Wash.,  D.  C,  1972,  p.  11. 


25,407  were  accounted  for  by  companies  classified  as 
canned  and  frozen  food  firms,  and  33,301  by  companies 
classified  outside  the  industry. 

Changes  in  ownership  in  these  industries  could  have 
occurred  by  some  form  of  acquisition  of  establishments, 
or  new  investment  in  establishments  by  firms  outside  the 
industry,  or  both.  Probably  some  of  both  took  place  in 
each  industry.  However,  in  the  five  industries  which  lost 
in  total  employment,  acquisition  probably  was  the 
dominant  technique,  because  otherwise  the  total 
industry  employment  could  not  have  dropped  while  the 
number  of  employees  of  establishments  in  the  industry 
owned  by  companies  classified  outside  it  grew.  Growth 
dominated  by  new  investment  would  have  raised  total 
employment  of  each  industry.  In  the  instance  of  canned 
and  frozen  foods,  there  is  no  basis  for  suggesting  that 
acquisition  was  more  important  than  new  investment.  In 
either  case,  the  industry  experienced  competition  from 
companies  classified  outside  it. 

Historically,  companies  classified  within  an  industry 
have  been  product  centered.  They  have  believed  that 
their  sales  success  is  primarily  contingent  upon  the 
quality  and  the  unique  character  of  their  product. 
Outside  companies  entering  such  industries  tend  to 
operate  under  a  broader  perspective.  They  look  toward 
the  development  of  marketing  networks  which  maximize 
the  gains  to  be  obtained  from  the  facilitating  functions 
of  information,  risk  acceptance,  finance, 
standardization,  and  supervision.  Such  a  perspective 
involves  competitive  techniques  different  from  those 
adopted  by  firms  focusing  upon  buying,  selling, 
transportation,  storage,  and  processing.4 

Industry  Ratio 

The  industry  ratio  shows  the  relationship  between  the 
primary  establishment  activities  of  companies  in  an 
industry  and  the  activities  of  all  their  operating 
establishments  (both  primary  and  secondary).  The  ratio 
provides  a  summary  measure  of  the  extent  to  which 
companies  classified  in  an  industry  tend  to  mix  their 
industrial  activities.  The  lower  the  ratio,  the  less 
specialized  are  the  companies  classified  in  the  industry.5 
For  example,  assume  that  the  total  number  of 
employees  of  companies  classified  within  an  industry  is 
1,000.  If  these  companies  had  700  employees  working  in 
establishments  classified  within  the  industry,  the 
industry  ratio  would  be  70  per  100  employees. 
Aggregate  employment  used  in  computing  this  ratio 
includes  only  the  employees  of  companies  classified 


"Garoian,  Leon  (Editor).  Reid,  S.  R.,  "Conglomerate  Growth: 
Consistency  with  Economic  Theory",  Economics  of 
Conglomerate  Growth,  Ag.  Res.  Found.,  Oreg.  State  Univ., 
Corvallis,  1969,  p.  51;  and,  Stout,  Thomas  T.  "Implications  of 
Conglomerate  Mergers  to  Food  Distribution  in  the  1970's", 
Journal  of  Food  Distribution  Research,  (1),  81,  Oct.  1969. 

sThe  Bureau  of  the  Census.  Enterprise  Statistics,  op.  cit., 
p.  11. 
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Table  14--0wnership  ratios  and 

changes 

in  numbers 

of  employees  of  companies 

classified 

within  and  outside 

s  elected 

industries 

,  1954  and 

1967. 

Change--1954-67 

Ownership  ratio 

Total 

:  Employees  of 

companies 

Tnrln  c  f~"t*\7 
iUUUb  <-Ly 

1954 

1967  : 

Change  : 

industry 

:    Within  : 

Outside 

employees 

:  industry  : 

industry 

Percent 

  Number  -• 

98.9 

91.6 

-7.4 

-49,470 

-61,344 

11,874 

95.2 

86.6 

-9.0 

-56,156 

-73,109 

16,953 

Canned  and  frozen 

91.8 

80.8 

-12.0 

58,708 

25,407 

33,301 

89.7 

75.7 

-15.6 

-323,681 

-303,578 

-20,103 

92.7 

84.2 

-9.2 

-28,729 

-48,949 

20,220 

Farm  machinery  and 

89.6 

74.8 

-16.5 

-1,364 

-21,701 

20,337 

Compiled  from:     U.  S.  Department  of  Commerce.     The  Bureau  of  the  Census,  Enterprise 
Statistics,  Part  1,  Tables  1.1  and  2.1,  p.  22ff,  1967;  Company  Statistics,  1954. 
Table  2,  p.  4ff.     Tabulations  were  adjusted  to  assure  statistical  comparability,  so 
data  differ  from  published  series. 


Table  15--Industry  ratios  and  changes  in  numbers  of  employees  of  companies  classified 


in  selected  industries  pursuing  the  company's  primary  activity,  1954-1967. 


Industry  ratio  :  Change  1954-67  

•_   :  :       Employees  pursuing 

Industry                             :           :  :        Total      :  -Activities 
:     1954  :   1967  :     Change  :       comPany     :      Primary     :  outside 
:              :            :  :     employees  :      activity  :  primary 
 —                        *  •  •  •  :  :  activity 

Percent   Number  

Meat  packing    :  81.7      77.2        -5.5  -63,686  -61,344  -2,342 

Dairy    :  91.8      77.0      -16.1  -38,501  -73,109  34,608 

Canned  and  frozen  : 

foods    :  95.5      79.0      -17.3  72,151  25,407  46,744 

Grain  mill    :  83.1      62.6      -24.7  -326,141        -303,578  -22,563 

Bakery    :  94.3      91.6        -2.9  -45,044         -48,949  3,905 

Farm  machinery  and  : 

equipment    :  69.6      57.4      -17.5  348  -21,701  22,049 


Compiled  from:     U.  S.  Department  of  Commerce.     The  Bureau  of  the  Census,  Enterprise 


Statistics,  Part  I,  Tables  1.1  and  2.1,  p.  22ff,  1967;  Company  Statistics,  1954. 
Table  2,  p.  4ff .     Tabulations  were  adjusted  to  assure  statistical  comparability,  so 
data  differ  from  published  series. 
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within  the  industry— not  the  industry's  total 
employment. 

During  1954-67,  the  industry  ratio  fell  in  each  of  the 
six  industries  studied.  The  range  was  from  3  percent  for 
the  bakery  industry  to  25  percent  for  the  grain  mill 
industry  (table  15).  In  four  industries,  the  total  number 
of  employees  of  companies  classified  within  the  industry 
fell,  and  in  two,  it  rose.  In  meatpacking,  the  total 
number  of  employees  dropped  by  63,686  with 
practically  all  the  decline  occurring  in  the  number 
pursuing  a  company's  primary  activity.  The  smaller 
decline  of  those  in  outside  activities  (2,342)  resulted  in 
the  decline  of  the  ratio.  Similarly,  the  total  number  of 
employees  in  companies  classified  within  the  grain  mill 
industry  dropped  by  326,141.  The  number  employed  in 
grain  milling  activities  declined  303,578,  and  those  in 
outside  pursuits  22,563. 

In  the  dairy  industry,  employment  of  companies 
dropped  by  38,501.  The  number  of  employees  of 
companies  pursuing  this  industry's  primary  activity  fell 
by  73,109,  but  the  number  engaged  in  outside  activities 
rose  by  34,608.  In  the  bakery  products  industry  the 
total  number  of  employees  of  such  companies  declined 
by  45,044.  The  number  of  employees  in  baking 
companies  in  other  activities  rose  by  3,905.  In  these  two 
industries,  diversification  occurred  through  an  expansion 
in  outside  activities  with  a  simultaneous  decline  in  their 
primary  function. 

In  the  canned  and  frozen  food  industry,  total 
employment  of  companies  increased  by  72,151.  Of  this, 
25,407  were  associated  with  each  company's  primary 
activity,  and  46,744  with  outside  activities.  Thus, 
diversification  increased  because  of  greater  growth  in 
outside  activities. 

In  the  farm  machinery  and  equipment  industry,  total 
employment  grew  by  348.  However,  the  number  of 
employees  pursuing  the  primary  activity  fell  by  21,701, 
while  the  number  of  employees  associated  with  outside 
activities  rose  by  22,049.  Here,  the  ratio  decreased 
because  of  substantial  growth  in  outside  activities  with  a 
simultaneous  decline  in  the  primary  activity. 

Therefore,  in  each  industry,  there  was  an  increase  in 
diversification.  This  diversification  resulted  from 
companies  primarily  classified  outside  an  industry 
entering  the  industry  or  expanding  their  activities  in  it 
and  from  companies  classified  within  an  industry 
initiating  or  expanding  activities  in  other  industries. 

As  Reid  has  pointed  out: 

—  The  fusion  of  firms  in  unrelated  industries  results 
in  the  substitution  of  ownership  within  each 
industry  and  does  not  increase  levels  of 
concentration  within  affected  industries,  despite 
the  fact  that  a  larger  firm  results  from  the 
combination  of  assets.6 

6Garoian,  Leon  (Editor),  op.  cit.  p.  51.  The  concept  of 
company  used  by  the  Census  Bureau  for  its  Enterprise  Statistics 
is  not  the  same  one  it  uses  for  computing  its  concentration 
ratios.  Thus,  this  comment  does  not  pertain  to  the  Census 
concentration  ratios. 


However,  over  an  extended  period,  large  diversified 
firms  may  be  in  a  better  position  to  use  gains  from  some 
activities  to  balance  losses  received  from  others.  Thus, 
the  longer  run  impact  of  such  diversification  upon 
concentration  is  uncertain.  Smaller,  less  diversified  firms 
will  be  in  a  less  favorable  position  to  compete,  and  if 
they  should  falter  in  future  years,  might  disappear.  The 
result  would  show  up  in  increased  concentration. 

Kinds  of  Diversification 

Changes  in  ownership  and  industry  ratios  measure  the 
extent  of  diversification.  The  character  of  diversification 
is  reflected  by  the  change  in  the  distribution  of  the 
number  of  employees7  in  outside  activities.  For 
companies  classified  in  each  of  the  six  industries,  table 
16  shows  the  percentage  of  total  company  employment 
associated  with  each  outside  industry  for  1954  and 
1967.  In  1954,  companies  primarily  classified  as  dairy 
reported  that  3.7  percent  of  their  employees  were 
engaged  in  manufacturing  (other  than  dairy)  and  mineral 
industry  activities.  In  addition,  0.7  percent  of  their 
employees  were  engaged  in  wholesaling  and  2.0  percent 
in  retailing.  By  1967,  the  corresponding  percentages 
were:  18.2,  2.6  and  4.0. 

Farm  machinery  and  equipment  companies  increased 
their  number  of  employees  in  nonfarm  machinery 
manufacturing  and  mineral  industries  from  15.6  to  31.1 
percent;  their  wholesaling  activities  from  0.1  to  0.5 
percent,  and  their  retailing  from  0.1  to  2.1  percent.  In 
most  of  these  industries,  the  greatest  expansion  occurred 
in  the  manufacturing  of  complementary  products  which 
it  sold.  However,  the  integration  into  wholesaling  and 
retailing  was  small.  Grain  mill  company  employment 
engaged  in  retailing  increased  from  0.1  to  5.4  percent, 
while  dairy  companies  doubled  the  number  of 
employees  engaged  in  retail  activities  from  2.0  to  4.0 
percent. 

Table  17  reports  the  1967  sales  of  all  establishments 
in  the  six  industries,  according  to  the  primary  industry 
classification  of  the  companies.8  Of  course,  companies 
which  are  classified  the  same  as  the  industry's 
establishments  account  for  the  greatest  proportion  of 
total  sales. 

In  each  of  the  six  industries,  companies  classified 
within  the  industries  accounted  for  most  of  the  total 
industry  sales.  The  farm  machinery  and  equipment 
industry,  with  73  percent,  was  lowest.  It  was  followed 
by  grain  mill  products,  76  percent;  canned  and  frozen 


7Thc  Bureau  of  the  Census,  F.nterprise  Statistics,  1967,  table 
2  and  Company  Statistics,  1954,  tabic  3,  provided  employment 
figures.  Where  cells  for  specific  industries  were  coded  with  an 
employment  range  because  of  a  disclosure  problem,  the 
midpoint  of  the  range  was  adopted. 

8  Estimates  were  made  whenever  publication  of  observed 
statistics  would  have  resulted  in  the  disclosure  of  figures  for 
individual  firms.  The  average-per-employee  sales  statistic  was 
multiplied  by  the  midpoint  of  a  data  cell's  employment  range  to 
obtain  the  cell's  total  sales  estimate. 
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foods,  79  percent;  dairy,  83  percent;  bakery  products, 
85  percent;  and  meatpacking,  91  percent. 

In  each  industry,  a  wide  variety  of  firms  classified  in 
outside  industries  accounted  for  the  residual  of  sales.  In 
the  farm  machinery  and  equipment  industry,  firms 
classified  in  grain  mill  and  prepared  feeds  accounted  for 
8.0  percent  of  the  total  sales  of  the  farm  machinery  and 
equipment  industry.  The  next  highest  three  were:  other 
electrical  machinery,  5.4  percent;  radio,  TV,  and 
communications  equipment,  2.7  percent;  and  ships  and 
boats,  1.9  percent.  The  remaining  9.1  percent  was 
distributed  over  numerous  industries. 

A  wide  spectrum  of  companies  have  entered  the  food 
industries  studied.  These  include  aircraft  and  guided 
missile    firms,   firms   primarily    producing  industrial 


chemicals,  firms  manufacturing  service  industry 
machines,  and  tobacco  firms,  as  well  as  retail  and 
wholesale  stores. 

This  diversification  appears  to  reflect  both  interest  in 
product  expansion  and  development  of  arrangements  to 
assure  quality  and  certainty  of  supply.  Such 
diversification  also  helps  document  the  shift  away  from 
a  single  or  narrow  product-line  orientation  to  one  which 
encompasses  a  network  of  activities  and  functions  with 
particular  emphasis  upon  the  facilitating  functions 
mentioned  earlier.  Such  a  perspective  will  encourage 
merchandising  arrangements  that  would  differ  from  a 
product-oriented  approach.  Thus,  farm  firms  will  likely 
encounter  new  merchandising  arrangements  in  their 
dealings  with  both  their  suppliers  and  their  customers. 


Table  16 . --Company  diversification,  1954-67 


:  Company  employment  1/  in  functions  other 

:  than  the  company's  primary  activity  

x  j  :  Manufacturing  and     :  TTU  i  __„i  „•  :  Retailing  and 

Industry  &  Wholesaling  b 

:  mineral  industries   :  ■_:  services 

 :       1954       :       1967     :  1954  :  1967   :  1954  :  1967 

:  Percent 

Meatpacking    :  14.7  22.3  0.3  1.2  --  0.3 

Dairy  :  3.7  18.2            .7  2.6  2.0  4.0 

Canned  and  frozen 

foods  :  3.0  12.4           .2  1.8  .4  5.0 

Grain  mill  :  1.7  16.0            .9  5.1  .1  5.4 

Bakery   :  2.0  6.1            .1  .6  2.9  3.9 

Farm  machinery  and  : 

equipment   :  15.6  31.1            .1  .5  --  2.1 

Six  industries   :  5.8  16.9  .5  1.8  1 .0  3.5 


—  =  less  than  0.1  percent. 

1/  Excludes  employees  of  central  administrative  offices,  auxilaries,  and 
manufacturers  sales  branches  and  sales  offices.     For  computational  purposes 
only  the  operating  staff  is  included. 
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Table  18. --The  market  basket  of  farm  foods  by  product  group:     Retail  cost,  farm  value,  farm-retail 
spread,  and  farmer's  share  of  retail  cost,  quarterly  1972-73. 


Item 

1972 

1973 

.  I 

1 

III 

IV 

I 

II 

Dollars 


Retail  cost 


M?iT"lf"^i"    h  .a  q  If  ^  t" 

1     9Q1  9£ 

1     9Q7    Q  c. 

l , zy / . od 

1    ^  9  ^    A  9 

1, jjU.uj 

1     /ill     Q  Q 
1  5  Hi D ♦ O J 

410.56 

413 . 39 

/ D 

All    Q  9 
fj 1 • o  z 

DU/ . ii 

228.32 

229.74 

227.89 

230.01 

234.48 

239.94 

tn   £■  o 
OU  .  DJ 

49. 99 

51.19 

50.  73 

59.96 

70 . 30 

37.26 

35.22 

37.67 

41.86 

50.32 

49.90 

Bakery  and  cereal : 

All  ingredients   • ■ • e • • • 

192.15 

192.88 

191.47 

192.33 

196.05 

203.91 

53.52 

57.54 

64.05 

60.34 

60.66 

66.24 

87.73 

86.77 

88.15 

90.40 

101.10 

119.12 

Proc.  fruits  and  veg.  ••■ 

127.40 

127.99 

127.72 

129.13 

130.42 

133.17 

45.66 

45.60 

44.86 

44.83 

44.61 

44.66 

58.14 

58.73 

58.66 

59.17 

59.62 

60.70 

Farm  value 

soft  P.  9 

J1U, JJ 

J jj • yO 

no 

j  jj  •  \Jy 

DID, jl 

oo j . i y 

Meat   

99/,  QK 

9TQ  79 

9  M  9ft 
—D 1 • LO 

9/i  7    1  ft 

on/,    0  7 

9  19  CO 
J 1 I . JO 

108.43 

108.62 

108.63 

110.08 

113.00 

114.75 

P(~il  T  1  t~  ~f"\T 

9  A  lo 

25 . 78 

24. 78 

33.95 

40.  73 

18 . 20 

11,  is. 

25.85 

33.43 

33. 28 

Bakery  and  cereal: 

29.94 

30.32 

31.55 

36.34 

38.02 

41.28 

22.41 

22.76 

24.29 

29.13 

29.76 

31.52 

15.41 

16.26 

19.99 

19.33 

20.74 

23.66 

27.38 

27.35 

29.90 

27.82 

36.45 

46.31 

Proc •  fruits  and  veg .    •  •  • 

23.69 

24.14 

23.89 

24.08 

24.31 

24.69 

Fats  and  oils    ••       •     •  • 

12.97 

13.42 

11.72 

10.04 

12.36 

17.66 

9.08 

9.00 

9.01 

9.51 

9.78 

10.25 

Farm-retail 

spread 

784.54 

787.32 

789.46 

795.54 

797.52 

831.86 

Meat     ••••*•••••  •«•*•••• 

175.61 

173.67 

180.48 

184.64 

182.34 

194.53 

119.89 

121.12 

119.26 

119.93 

121.48 

125.19 

Pai  lit* 

26.25 

26.50 

25.41 

25.95 

26.01 

29.57 

16.67 

17.02 

15.46 

16.01 

16.89 

16.62 

Bakery  and  cereal: 

All     i  n(7T" i  pnf  ? 

162.21 

162.56 

159.92 

155.99 

158.03 

162.63 

38.11 

41.28 

44.06 

41.01 

39.92 

42.58 

60.35 

59.42 

58.25 

62.58 

64.65 

72.81 

Proc.  fruits  and  veg.  ... 

103.71 

103.85 

103.83 

105.05 

106.11 

108.48 

32.69 

32.18 

33.14 

34.79 

32.25 

29.00 

49.06 

49.73 

49.65 

49.66 

49.84 

50.45 

Farmer ' s 

share 

Market  basket  

39.2 

39.4 

40.3 

40.2 

43.6 

44.4 

Meat   

57.2 

58.0 

58.2 

57.2 

61.7 

61.6 

Dairy  

47.5 

47.3 

47.7 

47.9 

48.2 

47.8 

Poultry   

48.2 

47.0 

50.4 

48.8 

56.6 

57.9 

Eggs   o  

55.3 

51.7 

59.0 

61.8 

66.4 

66.7 

Bakery  and  cereal: 

All  ingredients   

15.6 

15.7 

16.5 

18.9 

19.4 

20.2 

Grain   

11.7 

11.8 

12.7 

15.2 

15.2 

15.5 

Fresh  fruits   

28.8 

28.3 

31.2 

32.0 

34.2 

35.7 

Fresh  vegetables   

31.2 

31.5 

33.9 

30.8 

36.1 

38.9 

Proc.  fruits  and  veg. 

18.6 

18.9 

18.7 

18.6 

18.6 

18.5 

Fats  and  oils   „ . 

28.4 

29.4 

26.1 

22.4 

27.7 

37.8 

Miscellaneous   

15.6 

15.3 

15.4 

16.1 

16.4 

16.9 
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